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e’d better look at insurance manage- 
ment fundamentals . . .” That’s what top management 











; : ; : - 
is saying about insurance coverage today. That’s what 

it has told AMA. Professional insurance buyers say the THE DRAKE 
same thing. ‘“‘It’s not the technical niceties of the indi- CHICAGO 


vidual contract clauses that worry us,” say the buyers. 
“It’s the big questions of business policy toward insurance that concern us now. There 
has been a transformation in the whole insurance concept.” 

Transformation is right! More specifically and practically, it’s the impact of inflation 
on insurable values. It gives rise to such unprecedented and basic questions as how to 
keep risks insured, and where to find underwriters to cover them. 

Top management is inclined to stand back and take a new look at the whole insurance 
problem, and that’s what AMA is going to do in this Conference. Note the topics below; 
note especially their searching nature—criteria for policy determination. 


among the conference topics 


Are Insurance Markets Keeping Pace with the Requirements 
of Business? 


Educating the Insurance Buyer 
The Insurance Coverage of the Erewhon Manufacturing Co. 


(A Case Story) 


What Service Should the Buyer Expect from His Insurance 
Broker? 


The Effect of Accident Prevention on Insurance Costs 
Adequate U. & O. Coverage Under Today’s Conditions 
Recharting the Course of Pension Plans 

The Possibilities and Pitfalls of Self-Insurance 
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Will Break-Even Point Break You? 


ROFITS for the average company 
today are at, or close to, an all-time 
peak. 

Yet, these days, despite the flow of 
black ink, few alert managers wear com- 
placent expressions. Few fail to see the 
hidden threat to profits that lurks be- 
hind the sharp rise in break-even point 
—the sales volume that marks the divid- 
ing line between profit and loss. 

Westinghouse, for example, doing 
more than $600 million a year, reports 
that its break-even volume is double 
1941 and that a 25 per cent cut in vol- 
ume will erase all profits. 

Bald facts are that current high earn- 
ings are largely owing to and depend 
on record sales volume at attractive 
price levels. Profits are high because 
production or prices are high, or both— 
not because cost ratios are lower. Let 
prices drop off or markets ease, and 
profits can melt away like snow in a 
blast furnace. 

Thanks to record demand, high pro- 
duction, and high prices, dollar sales 
volume of companies surveyed by Mod- 
ern Industry shows an impressive gain. 
On average, it is up nearly two and one- 
half times 1939. But all costs are up 
as well, and practically all companies 
studied report a sharply higher break- 
even point. The average advance in 
the break-even point over 1939 is 115 
per cent. 

A higher break-even point, compared 
to prewar, is obviously not a danger 
sign in every case. For instance, a com- 


pany that pours money into establishing 
a new product on the market will prob- 
ably be raising its break-even point, but 
doing so intentionally in the hope of 
ultimate gain. 

But for many, and probably most, 
companies, the rising break-even point 
is a signal for management, a warning 
that one or more of the following seven 
remedies should be sought promptly: 

Increase number of units sold. Lift- 
ing sales tops the list of steps: recom- 
mended by the firms surveyed, and for 
very good reasons: Its effects are im- 
mediate; it preserves profit levels de- 
spite high costs; it opens the way to 
lower unit costs as volume increases, 
and thus to lower break-even point; 


and it slices overhead costs per unit by § 


spreading them over more units of 
output. 

Modernize methods. Second place on 
profit-booster list goes to better meth- 
ods. Here again, the order of choice 
reflects the urgent need for action. Im- 
proving methods is a plan that can go 
to work quickly without waiting on 
research, a new plant, or the delivery 
of new equipment. Moreover, results 
are quick : lower unit costs, wider profit 
margins, and lower break-even point. 

Modernize equipment. Just under 
half of the companies surveyed by MI 
are adding new equipment now as a 
short-cut to more profit. Better equip- 
ment has the obvious advantages of 
lowering unit costs, increasing employee 
output, and insuring quality, which in 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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turn helps to build more sales. This 
emphasis on new equipment spells in- 
tense competition from lower-cost pro- 
ducers. 

Add new products with wider profit 
margins. New products, of course, 
offer twin possibilities of increasing vol- 
ume without a like increase in overhead, 
and of wider profit margins to increase 
the balance after variable costs. One 
steel company, for instance, has built 
profits and hammered down break-even 
volume by concentrating on the more 
profitable specialty products. 

Redesign products for wider profit 
margins. As with new products, new 
designs offer varied opportunities to 
insure profits by lowering the break- 
even point. Materials costs can be 
sliced, labor costs shaved, sales appeal 
stepped up. Under the grinding pres- 
sure of competition and complete con- 
sumer choice, it’s the most useful and 
most appealing product that will move 
fastest and at the lowest selling cost. 

Modernize plant. That only one out 
of every three companies surveyed has 
plans for plant modernization is prob- 
ably owing, in part, to extensive im- 
provements made during the war in 
many plants, and, in part, to the high 
cost of construction. More than one 
respondent will probably examine plant 
improvements when other steps have 
been exhausted. 

Increase selling price. Low interest 
- in higher prices is clear testimony to the 
respondents’ belief that price boosts 
will only hasten market resistance. 
Raising prices is the last resort, not the 
first step to hold profits. Exceptions 
are those like the machinery producer 
who says, “Our break-even volume is 
so close to capacity production, we must 
lift prices first, try other steps later.” 

The percentages of surveyed compa- 
nies using the above methods are, re- 
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spectively, 79.2, 55.2, 47.6, 42.3, 41.5, 
35.4, and 27.1. 

In too many cases, today’s record 
volume of production and sales is ab- 
normal, resting uncertainly on pent-up 
demand and inventory replacement. 
Then, too, many companies face declin- 
ing prices for their product as competi- 
tion runs high. 


A drop in sales volume of any size 
can quickly reduce income to a point 
where today’s higher break-even point 
squeezes out the profit—while a drop in 
selling price can actually increase the 
break-even point further, unless unit 
sales score an impressive rise at the 
same time. 

The sales volume needed to break 
even can be roughly measured by two 
convenient yardsticks. 

First is the ratio of variable expense 
to sales. The bill for materials, labor, 
and other costs that vary with produc- 
tion determines how much of the sales 
dollar is left to cover overhead and 
provide a profit. Obviously, if the ratio 
of variable expense increases, it will 
take more sales to provide the total dol- 
lars required to cover overhead and 
maintain profits. Exactly this seems to 
have happened to many companies. 


The percentage incréase in labor and 
materials costs, in the case of the com- 
panies MI studied, is probably greater, 
on average, than the percentage in- 
crease in selling price. There is less of 
each sales dollar, therefore, left after 
variable costs to be applied to overhead 
and profit, even though the number of 
sales dollars is at an all-time peak. 

Second yardstick for determining 
break-even point is, of course, the bill 
for fixed expenses. When this rises, it 
takes more sales dollars to yield enough 
marginal income, after variable costs, to 
cover fixed costs and leave a profit. 
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Here again, experience of the com- 
panies cooperating in the MI survey 
strikes a warning note. Every reply in- 
dicates an increase in fixed expense, 
with the average rise some 35 per cent 
over prewar. 

Judging from this survey, the aver- 
age company is vulnerable on two 
counts. The ratio of variable expense 
is higher than in 1939, and the marginal 
income is consequently lower; at the 
same time, fixed expenses are substan- 


tially higher. Thus a smaller share of 
each sales dollar is available to meet a 
larger fixed cost than ever before. 

Most companies, fortunately, are not 
yet caught up in the current of de- 
clining prices and sales. There is time 
for advance planning and curative ac- 
tion before, rather than after, a profit- 
eating, high break-even point gets out 
of hand. 

Modern Industry, 
1947, p. 54:4. 


September 15, 


Building a Fuller Community Life 


HE Opinion Research Corporation has summarized the public’s attitude toward 

industry’s community responsibilities as follows: 

To satisfy the community, a company must do more than hire people and pay 
wages: people look at a company as a social as well as an economic unit. 
median average of 70 per cent of the people questioned felt that a company has 


additional responsibilities to the community. 


It should, of course, support local 


charities—the Red Cross, the Community Chest, hospitals, and other worthy 


philanthropies. 
city. 


It should, says the public, help boost, advertise, and build up the 
It should beautify its plant and surroundings and should help keep the city 


clean by eliminating smoke, bad smells, etc., as far as possible. sa 
An example of industry’s realization of its social responsibilities and the 
degree to which it carries them out is found in General Motors’ development of its 


Doraville, Ga., plant. 


When laying out the new plant’s site, GM found that Negroes owned 80 per cent 
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of the land to be cleared. To avoid the charge that white northerners were driving 
out the Negroes, the company paid high prices for the land, landscaped new plots, 
moved houses without charge, built new ones, renovated schools and churches, 
equipped the new community with streets, electricity and other services, and in 
general built up good will which enabled the company to recruit enthusiastic 
workers with ease. 

Many other corporations are equally aware of their duties to the community. 
General Foods made money grants to 42 research institutions in 1944 alone for 
nutrition studies. The Ecusta Paper Company lends liberal support to the local 
hospital and a small college. Ecusta also sponsors weekly community movies in 
the plant’s recreation room, and puts on bingo parties and square dances. 

—How to Tell Your Company’s Story (Research Institute of America, Inc.) 
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What Is It That Makes You Happy? 


A RE you happy? How happy are you? What makes you happy? The French 
Institute of Public Opinion tried to get answers to those questions. 

It is possible that Americans might answer differently, but in France a third 
of the women and nearly half of all the men said their happiness depended on 
economic security. Votes for health were cast by only 21 per cent of the men T 


and 22 per cent of the women. Wisdom was low on the list, 8 and 9 per cent 
respectively, and love was even lower, 1 per cent and 5 per cent. 

Eleven per cent of the business men said they were very happy. Twelve per 
cent of members of professions made the same answer. Only 6 per cent of workers 
were in the happy class. The whole report was somewhat depressing. 


—Net Results 9/47 
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Labor Relations on 


AMPAIGNING for labor peace 

and national well-being may seem 
much like making a soul-stirring plea 
for good digestion and pleasant 
weather; they are so obviously desir- 
able that you wonder people even 
bother to speak up for them. Despite 
an unconscionable amount of talk on 
the subject, however, we are at 
best making lamentably slow progress 
toward industrial harmony and a 
sound national economy. In _ the 
hurly-burly of strife everyone seems 
to overlook the fact that scattered 
across America are industries which 
have been strike-free for decades, 
whose employees are deeply contented 
and highly productive without feeling 
that they are the objects of con- 
descending paternalism, and whose 
stockholders steadily receive a fair re- 
turn for the use of their capital. 

Since ordinary methods of dealing 
with labor strife frequently get us 
nowhere, and since examples of suc- 
cessful labor relations are all about us, 
why doesn’t it make sense to analyze 
the techniques which have proved suc- 
cessful, instead of relying solely on the 
hundreds of commissions and boards 
which poke dismally through the ashes 
of the failures? Countless valuable 
medical discoveries have been made by 
men whose keen eyes saw that people 
living under certain conditions were 
free from specific diseases; equally 
valuable discoveries.can be made in the 
field of industrial relations by studying 
companies whose methods of dealing 
with employees have kept them free 
from labor ailments. 

The value of such a trial should be 
painfully obvious, not only for the 
prevention of strikes but for the all- 
inclusive gain of increased produc- 
tivity. Stimulation of productivity is 
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a Hard-Boiled Basis 


not brought about simply with rousing 
speeches, fat pay envelopes, or the in- 
stallation of orchid-colored sanitary 
drinking fountains. It is brought 
about by making sure in every way 
that labor’s contribution to production 
is an ungrudging one. 

Managerial productivity has long 
been stimulated through bonuses, and 
capital has nourished productivity be- 
cause it receives a return on its in- 
vestments. At the same time, an 
enormous spate of lip service has been 
paid to the similar tactic of insuring 
the productivity of labor through in- 
centives of good pay, security, and 
pleasant working conditions—but in 
many cases the spate has ended where 
it began, with words alone. 

One of my earliest surprises was 
the discovery that the prime factor at 
th. eart of industrial warfare is fre- 
quently the need for security. Whether 
we like it or not, we are faced with the 
fact that a worker who feels insecure 
is only half a worker and contributes 
only grudgingly to our national pro- 
ductivity. A major part of any pro- 
gram designed to bring industrial har- 
mony and spur production should be 
security—the security that is insured 
by realistic pension plans that enable 
the worker to regard the future with- 
out fear, by adequate insurance for the 
employee against sickness and acci- 
dent, by company-paid life insurance 
that will protect his dependents in the 
event of his death. 

Another highly important source of 
employee security, the much-discussed 
guaranteed annual wage, is not nearly 
so easy to install and apply as are pen- 
sions and insurance. Its values, how- 
ever, are equally obvious and its diffi- 
culties in no way insurmountable. 

While our company has not now a 
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guaranteed annual wage scheme, our 
present collective bargaining contract 
has created a labor-management com- 
mittee charged with the responsibility 
of working out such a plan. Mean- 
while, however, by carefully ironing 
out peaks and valleys in production, 
we have created a smooth flow of work 
which equals the guaranteed annual 
wage in effect, if not in actual fact. 

Our contract has set up also a labor- 
production committee. This commit- 
tee evolved from a union-management 
discussion of the fact that in the past 
some employees had been “burned” by 
“job consolidation”’—i.e., merger of 
two jobs caused by new processes or 
new machinery—and it represents tan- 
gible evidence of the spirit of union- 
management cooperation that activated 
our attack on this problem. 

The question of actual wages does 
not, of course, lend itself. to any hard- 
and-fast rules. Under today’s shifting 
economic skies it must be a matter of 
bargaining and rebargaining. There 
are, however, good and bad approaches 
to the wage problem. When an aver- 
age group of executives sit down to 
consider a new operating budget, they 
usually say this of their advertising 
program: “How much money, in:view 
of the company’s needs and prospects, 
could we spend on advertising in 
1947?” But when that same group 
meet to consider the problem of wages, 
the attitude is something like this: 
“How little can we pay our employees 
and still avoid a strike?” 

- The last time I took part in nego- 
tiations with a union, I decided to use 
the same yardstick for determining 
wages as for deciding our advertising 
appropriation. The advertising budget 
was determined by the amount of 
‘ money needed successfully to sell our 
products. The wage scales were based 
on analysis of how much we could 
pay our employees to secure their un- 
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grudging cooperation by showing that 
it is Our aim to provide them with 
superior jobs in return for superior 
performance and superior products, 
This necessitated, of course, careful 
appraisal of the usual economic criteria 
involved in wage determinations, but 
with strong emphasis on the trend of 
thinking already described. The re 
sulting figures were used as a basis 
for negotiations, and an agreement was 
quickly and amicably reached. 

The whole question of security, pro- 
duction, purchasing power, and their 
components is not one of benevolence 
or of charity to labor. Some drastic 
lessons have shown us that labor re- 
sents being coddled as muth as it 
resents being exploited. It is a ques- 
tion of mutual interest to labor and 
management—to the entire nation. 
We know it is a matter of mutual 
interest because we have found out so 
often how the vicious circle works in 
business: We can’t produce unless we 
have customers, we can’t have good 
customers without good wages and 
low prices, we can’t have good wages 
and low prices without top-rate pro- 
duction. We know that a decline in 
general industrial production from any 
cause whatsoever brings a drastic and 
all but fatal slump in its wake. The 
answer is that the maintenance of 
productivity and purchasing power is 
of vital, and equal, interest to all three 
national partners—capital, labor, and 
management. 

One standard retort to this argu 
ment is that no matter what you give 
to labor, it always wants more. Even 
overlooking the point that management 
has in the past often been partly re 
sponsible -for this attitude by forcing 
labor to ask for far more than it 
hoped to get, there is still another way 
of countering this retort. When I 
was a store-to-store soap salesman, my 
customers used to make fantastically 
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unreasonable demands in the way of was always something behind the un- 
rebates, special privileges, premiums, reasonable demands of my customers, 
discounts, and favors of every descrip- something which we were eventually 
tion. If I had turned red in the face, able to iron out. Management, if it 
pounded the: counter, and cursed out keeps its temper, can learn to spot the 
the customer with every bad name in fees : ‘ 
. basic dissatisfactions behind the un- 
my vocabulary, I wouldn’t have sold 
reasonable demands of labor and 


very much soap. Yet many business : 
men react in exactly that fashion to eventually reach a working agreement 


the demands of labor, and then wonder over the true causes of unrest. 
why they aren’t selling themselves to By CuarLes LuckmMan. Harper's 
their employees. I learned that there Magazine, June, 1947, p. 510:6. 


Double Exposure Letters 


E are apt to pride ourselves on “keeping up” with our correspondence— 
answering letters the same day, keeping our desks clear—at the same time 
overlooking the fact that too often our letters lack depth and breadth‘and humanness. 
One corporation president whose letters possess these qualities in marked 
degree has for years separated his daily mail into two piles—‘Strictly Routine” 
and “Double Exposure.” “Strictly Routine” letters he dictates speedily, and signs 
without reading, since he has a thoroughly dependable secretary. ‘Double Expo- 
sure” letters he dictates thoughtfully and has typed on plain paper, triple-spaced 
for easy revision. These letters he allows to “season” overnight, or for three or 
four hours if they must be answered the same day. 

Even though the first draft is satisfactory as to content, invariably he finds 
that a better or less hackneyed word or phrase can be used here and there, or a 
brief paragraph added that humanizes the exchange of correspondence. 

Some letters he revises drastically, for by the time he takes them up for review 
his subconscious mind has raised points which were not in his conscious mind while 
he was dictating—the kind of points that so often occur to one after a letter has 
been mailed. 

This executive testifies that his Double Exposure technique not only improves 
his letters but cuts down the volume of his correspondence, since every important 
letter he writes is so carefully thought out, and so complete and definite, that it 
obviates the back-and-forth letters often required to cover all angles of a situation. 

—Management Briefs No. 12-(Rogers & Slade) 


Your Chances of Getting Ahead 


O see how your chances of getting on in the world have changed during the 

past few decades, the McGraw-Hill Department of Economics has calculated 
how much it now takes to save enough to acquire a retirement income or a com- 
parable stake in a business, as contrasted to what it took in 1914 and 1929. 

The objective set is an income from investment equal to $3,000 a year in 1929 
dollars. It is assumed that the savings required to yield this income are made 
over a period of 25 years. During that period it is also assumed that $4,000 per 
year (in 1929 dollars) is spent on living expenses. 

Here is how the figures on required yearly income work out: 1914, $3,075; 
1929, $5,267; 1947, $13,221. 

It now takes more than four times as large an annual income as it did in 1914 
to gain a comparable stake. It takes well over twice as much as it did in 1929, 

Several other factors were omitted from the calculations because they would 
not have a decisive effect on the results. Thus, existence of social security pensions 
and retirement funds now reduces the income needed; but if state income taxes 
were added, the income needed would increase. 

—James H. McGraw, Jr., in Factory Management and Maintenance 7/47 
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Shorter Hours Bring Permanent Employment Shifts 


ODAY in the United States the 

employed worker undoubtedly re- 
ceives more purchasing powef for 
fewer hours of work than ever before. 
Aside from huge increases in costs, 
this has brought about economic con- 
sequences, in part favorable, which as 
yet can be seen only dimly. 

Reduction of working hours—until 
recently a slow-moving trend—has in 
the past been halted or even reversed 
in boom times. Wages increased in 
such periods, but the demand for pro- 
duction was effective in raising the 
average time spent on the job. For 
example, in the rising prosperity years 
of 1924 to 1929, the length of the 
average workweek increased from 46.9 
hours to 48.3 hours in 25 manufactur- 
ing industries. Conversely, hours of 
work were cut in depression, especially 
in the 30s. The law which in 1938 
legalized the 40-hour week was a 
means of stretching employment. The 
present boom is the first one in which 
the reduction of working hours was 
accelerated. And rather surprisingly 
it has brought also an increase in pur- 
chasing power. ; 

In the past the combination of 
greater pay and fewer hours was 
achieved slowly through capital invest- 
ment in machinery. This time such 
investment seems to have been only 
partially responsible. We have achieved 


a record volume of output by employ- 
ing enough more hands to overcome 
the effect of fewer hours. Compared 
with the prewar period, with its large 
unused industrial capacity, this means 
better utilization of plants and equip- 
ment and, therefore, lower fixed costs 
per unit as a partial offset to higher 
wage costs. 

The evolution of the shorter work- 
week and the changes in employee 
earnings and purchasing power that 
accompanied it are traced in the tabu- 
lation below. 

The consequences of the shorter 
hours are varied, and there is no 
doubt that in the future additional 
results will be recognized. But it is 
possible at this time to make the fol- 
lowing six observations: 

1. Most businesses by now have 
adapted themselves to the five-day 
week. It is improbable, therefore, that 
we shall ever return to the more than 
1,750-2,000-hour year, either in any 
recession, obviously, or in booms ex- 
cept those caused by war. 

2. Employment at present is greater 
by four to five million persons than it 
would have been under pre-depression 
conditions, after taking into account 
today’s national output and increased 
productivity through use of machines. 
This is one reason, little noticed as 
yet, why we have not only the highest 


Hours AND EARNINGS IN 25 IDENTICAL INDUSTRIES 


Average hours 


‘includi rtim 
Source: ‘National Ine Industrial Conference Board. 
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Average weekly earnings 
im purchasmg power 
1923=100 


778 


Average weekly 
earnings in $ 


12.36 
28.55 
17.05 
27.04 
50.80 
54.25 
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employment on record but also per- 
sistently active business in the face of 
fears of recession. 

3. The reduction of labor hours has 
taken place at a time when continua- 
tion of armament work at a rate far 
greater than ever before in peacetime, 
plus huge exports, plus deferred de- 
mand for goods at home, made for 
production at an unprecedented rate. 
Thus, we have reached a state which 
might be called over-employment ; jobs 
are held by people who by previous 
statistical standards would not have 
been counted in the labor force. These 
people help keep the demand for goods 
high. 

4. There has been a shift of em- 
ployment to a greater proportion in 
the service industries and the “non- 
productive” sectors of our economy. 
This trend, which has been under way 
for a long time, though it was inter- 
rupted by the war, has consequences 
of its own: 

(a) In industries which embrace activi- 
ties as varied as wholesaling, retailing, 
banking and insurance, restaurants, hotels, 
apartment houses, domestic services, 
entertainment, and administrative work, 
human labor is not likely to be reduced 
quickly by machinery. This is so allow- 
ing for the spread of office machines and 


for such new devices as vending machines 
and automatic laundry equipment rented 


out by the hour. From this fact an anti- 
depression effect must be expected. 

(b) Employment and prosperity have 
become less dependent on the activity in 
capital goods, which has unmistakably 
been of great importance in the swings 
of business, though in the author’s opinion 
perhaps less so than is commonly believed. 
_(c) By keeping demand for consump- 
tion goods at a steady level, the employ- 
ment shift gives greater assurance to 
those who contemplate modernizing or 
expanding plant and equipment, thus giv- 
ing even the capital goods industries 
added stability. 

5. More leisure means expansion of 
pleasure industries, including travel, 
entertainment, arts, and sports. 

6. On the other hand, more workers 
for the same volume of work mean, 
obviously, higher costs. The evident 
difficulty of reducing these costs by 
lower ‘rates of pay or reduced hours 
may mean that if and when the in- 
evitable recession comes, plants which 
under different circumstances might 
limp along on part time will. shut 
down altogether. Break-even points 
have been raised for all employers. 

Labor unions seem more likely from 
now on to go after more pay than 
fewer hours. Certainly we need a 
breathing spell for achieving produc- 
tivity high enough to pay for the in- 
creased costs of greater leisure. 

By Jutrus Hirscu. Barron’s, Sep- 
tember 8, 1947, p. 7:1. 


Executive Guide to Press Relations 


oo Johns-Manville Corporation, New York, which pays healthy respect to the 
press aspects of public relations, has issued to its executive personnel a newly 
revised and expanded edition of J-M Press Relations. Concise and unequivocal, 
this publication leaves little uncovered, states first that the company’s aim is to 
keep the community informed about its doings at all times. 

The booklet lays down a set of rules and instructions for dealing with the 
press. One section, for instance, makes the point that “No comment is no answer 
at Johns-Manville.” Another states that “the press should not have to beg for 
news and Johns-Manville should never beg for free space.” Other sections explain 
the duties of company contact men, stress that releases must be timely, factual, 
accurate, and neat. A special insert shows a Johns-Manville sample news release, 
combining all the points brought out in the text, and stressing the five cardinal 
questions: What? When? Who? Where? Why? 

—Tide 9/26/47 
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OFFICE MANAGEMENT... 





A Practical Approach to Office Cost Control 


By J. A. HANDY, JR. 
Controller 
Deering, Milliken & Co., Inc. 


66 ACTICAL” is defined in the 

dictionary as: “That pertaining 
to or governed by actual use and ex- 
perience as contrasted with ideals and 
speculations.” Outlined here is one 
typical company’s program for secur- 
ing immediate practical cuts in office 
costs. This program may provide 
other companies with ideas for cur- 
tailing their office costs as business 
returns to normal peacetime operation. 
It is premised on the following prin- 
ciples: (1) gather the facts; (2) set 
up a target, or budget; (3) use a rifle; 
(4) keep score; (5) bring home the 
bacon. 

The first essential of any approach 
to the office cost reduction problem 
is that facts on costs be. assembled— 
from the ledgers, cost journals, or 
other account books—verified as to 
accuracy, and prepared in the form 
in which they can be readily used by 
the office department heads and the 
office manager. 

The target, of course, is merely 
another name for the budget. In many 
organizations, the over-all budget 
serves as the basis for the profit fore- 
cast and break-even charts and for the 
annual operating budgets that are 
presented to each department. The 
office manager departmentalizes the 
budget by lines of responsibility so 
that costs and reflected savings can be 
determined in advance. The budget 
thus establishes the objective and gives 
the office manager a point of departure 





in setting up the cost control program. 

When the projected cost reductions 
have been reflected in the budget, the 
departmental budgets should be signed, 
summarized, and presented to top 
management, the requested savings 
agreed to in writing, and the commit- 
ment turned over to management as 
the office’s share in the cost reduction 
program. 

In setting up. its target, the com- 
pany under discussion uses for its de- 
partmental budgets a form on which 
the cost facts are summarized. At the 
top of the form, the average number of 
employees is listed. There are two 
columns for the prior-actual figures, 
so that the department head has an 
opportunity to review what was done 
in the past as a basis of experience. 
Then follow four columns for the pro- 
posed budget for the coming year, 
which should reflect the necessary 
savings over the prior-actual. The 
various expenses on the budget are 
broken down by their natural classi- 
fications, showing first the salaries of 
the office staff, clerks, executives, etc., 
and, below the salaries, a listing of the 
other expenses: When all the costs 
are summarized, they represent the 
budget for the particular department 
or’ division involved. Since office 
costs tend to remain somewhat steady 
regardless of the level of business, the 
flexible budget principle has not been 
established in this particular budget. 
At the right side of the form are 


Adapted from an address before the Office Executives Association of New York 
(New York Chapter of the National Office Management Association). 
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columns for the final approved budget 


for the coming period. 


In securing. office cost reductions, 
the shotgun approach will almost al- 
ways produce disappointing results. 
Office salaries will loom largest under 
the microscope of cost reduction. 
Therefore, a rifle should be used to 
kill off the largest costs first. To 
illustrate: An analysis in the firm 
under discussion, involving the costs 
of all the office departments through- 
out the organization, indicated that 
salaries of the office force constituted 
77 per cent of clerical costs; material 


and machinery, including depreciation 
thereon, constituted 18 per cent; and 
miscellaneous costs constituted 5 per 
cent. It was obvious, therefore, that 
the place to begin cutting was in the 
salary expenses. It was evident, 
moreover, that salary costs could be 
reduced at the present time only by 
taking people off the payroll, not by 
cutting salaries. 

Once the costs that require cutting 
have been established, it is necessary 
to set up some form of control which 
will permit departmental work meas- 
urement on a weekly and a daily basis 


EXHIBIT 1 
BILLING DLDARTMENT TYDING 


LOCAL 


INVOICES 


STANDARD TIME (PER EACH) | 


ACTUAL DESULTING 
RATIOOF OCURDINCE AVEDAGE TOTAL 
—STD. OCCUOPENCE COUNTED _TIME _ STANDARD 
SOLD TO AO 
SHIP TO 20 
SHIDDED FROM & DATE 10 
HEADING .30 
COMMODITY 15 
137 LONG LINE 40 
OLD COMMODITY 5 
DISCOUNT 08 
TEAR-OFF 10 
CLIP 8 DISPOSE 20 
EXAMINE. ORDEQ 25 
DECOOD. WORK 06 
TIME COMMON 10 EACH INVOICE 2.29 


PLUS ALLOWANCE: 


SOLD TO- LONG LINES 40 WA x77 308 
SHIP TO- LONG LINES 20. = if2 *143 286 
SHORT LINES 23. = i/6 x19 4A 
LONG LINES 30 WIS 2183 55.0 
COMMODITIES = 1 Pte) 7.8 
OLD COMMODITIES. 13 WO } x30 3.9 
DISCOUNTS 08 iIfi0 x31 2.5 
FIGUQDES & DART NUMBECS 15 iio x3) 4.7 
NOTES DER UNE 13: on . 135.0 
EXTRA COPY (INSEQT) 50 1/25 «12 6.0 
EDASE § CORRECT 50 It/1 x300 150.0 
NO PRICE* COPY .25 1/25 x12 4.0 
PP @ INS. 1 a x55 8.1 
TYDE “TOTALS” .08 WO x60 12.8 
\NFORMATION 2.00 ¥' x0 12.0 
TOTAL 


WCIGHTED STANDARD DEQ AVERAGE INVOKE 


October, 1947 


- 385 


515 














during the period covered by the 
operating budgets. This measure should 
not only indicate how the departments 
are performing against their budgets, 
but should give management some 
physical measure of the volume of 
work being turned out and of the 
relative efficiency with which it: is 
being performed. 

To show the types of controls which 
can be installed to secure practical cost 
reduction in salary expenses, one de- 
partment (the billing department) of 
the firm involved has been selected. 
In establishing actual daywork stand- 
ards of operation through time study 
in this department, the first step taken 
was to ascertain how many invoices a 
day should be billed, priced, extended, 
and so on. 

Exhibit 1 illustrates the time stand- 


EXHIBIT 2 


DAILY BILLING PERFORMANCE 






















ards established by the time-study 
group for typing the various kinds of 
invoices. The different time elements 
are broken down by operations re- 
quired to type the invoices. The ele- 
ments common to each invoice are 
listed at the top; those which occur 
infrequently, at the bottom. When 
the time study was completed, it was 
determined that it took, on the aver- 
age, 3.83 minutes for a biller to pre- 
pare a typical invoice. 

Exhibit 2 illustrates the perform- 
ance record kept by the average biller. 
The various types of invoices are listed 
down the side so that the biller can 
indicate in each of the columns the 
numbers and types of invoices on 
which she works. In this particular 
production unit, there were 20 girls. 
The extension of the number of in- 



































WEEK ENDING WAME - Typical Piller 
OPERATION HON. TUES. weD. THurs. FRI. sat. TOTAL |STD. | EARNED MIN. 
Lécal Invoice 4.0 
Local Cust. Form 3.7 
Store Invoice 153 122 134 125 | 131 665 | 3.9/2593.5 
Store Cust. Form 3.7 
Credits 11 ll] 3.7] 40.7 
P/L 6 6 | 18.1] 108,€ 
Invoice 7.8 
“Foreign Invoice 9.0 
Type A 9.0 
Special Invoice 3.7 
Special Work Sheet 28.7 
Hghy. Rept. & Dec. 28.7 
Listing Orders 6e2 10] 68,2 
Totel Elapsed Timex 2400 Total Earned Min. [2811.0 
Tote! Daywork I 
"On Std® Min. = 2400 Total Earned Min.e2ol2 
*On Std" Min. 2400 
ss 1132 
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voices times the standard, which gave 
the total earned minutes, was a simple, 
inexpensive comptometer operation, 
performed in a short time. 

Exhibit 3, an analysis of the work 
of the billing department, including the 
billers, pricers, discounters, comptom- 
eter extenders, etc., indicates the over- 
all increase in output that followed 
installation of time-study standards. 
As production increased, fewer opera- 
tors were required. When some of 
the operators were promoted or quit, 
they were not replaced; thus a sub- 
stantial salary expense saving was 
effected. Such a reduction in salary 
costs, of course, enabled the depart- 
ment’s supervision to make budget 
curtailments in accordance with the 
economy program. 

Through the use of graphs or 
charts, record was kept of the number 
of orders and invoices handled per 
day, the over-all departmental effi- 
ciency, etc. The total elapsed time in 
minutes for the department was posted 
weekly so that the office manager was 


EXHIBIT 3 
BILLING DEPARTMENT COMPARISON CHART 


Average Day's Work Average Day's Work 
Prior to Time Study Time Study Six Months After 
Operation Standard Standard Time Study 
. Type Invoice 90 Invoices 120 136 
. Price-Discount Order 300 Orders 384 480 
. Comptometer Order 400 Orders 480 538 
Extension 
. Invoice Price-Discount 375 Invoices 400 412 
Check 
. Invoice Comptometer 600 Invoices 960 1,075 


{ 
























constantly aware of the performance 
of the department in terms of stand- 
ard and in relation to the total avail- 
able time. This gave the departmental 
supervisor control of the department 
in that it broke down the various sec- 
tions of the department into produc- 
tion groups, providing a measure 
of the various group performances 
against standard. It facilitated control 
by the various group leaders in that 
individual performance sheets were 
prepared weekly and posted in the 
department, and any failure to meet 
standard could be traced down to the 
individuals involved. 
This practical approach to cost con- 
trol resulted in a reduction from 
approximately 75 to 50 employees in 
the billing department over a period 
of two to three months. In other 
words, the major element of cost— 
salaries—was cut approximately 33 
per cent at almost no additional ex- 
penditure of money, merely through 
the establishment of time-study stand- 
ards. 





executives ? 


pointed to work simplification. 
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® WHAT PHASES of office management are of principal interest to office 
Personnel relations received the vote of over half the 1,629 respond- 
ents in a recent NOMA survey; methods, systems, and procedures were indicated 
by over one-third; over one-fifth said business machines and equipment; almost 
one-fifth seek greater knowledge in accounting subjects, while almost as many 
Nearly four out of 20 respondents expressed an 
interest in job evaluation, in-service training, physical factors in the office, salaries 

wages, office standards. More than two in 20 had an interest in forms and 
records, educational subjects, letter-writing and reports. 












—Vavucun Fry in NOMA Forum 9/47 
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Analyzing and Determining the Workload 


OMPLACENCY diulls the initia- 

tive and dims the curiosity. Many 
companies today owe their efficient op- 
erations to the .fact that they were 
jolted out of their complacency by a 
squeeze in profits, a depression, a 
shortage of personnel, or increasing 
costs—which necessitated analysis of 
their volume of clerical detail. 

The volume of clerical work to be 
done and the distribution and accom- 
plishment of the volume are inseparably 
related. One affects the other. Unless 
the office manager is committed to and 
believes in a policy of analysis of work 
(volume and method), regardless of 
the ability of his office staff to meet the 
established work schedules, unneces- 
sary paperwork will be performed. 

Determination of the workload and 
its analysis logically covers two as- 
pects: (1) the long-range aspect, which 
has to do with anticipated volume of 
paperwork and the seasonal variation, 
if any, of the anticipated volume; (2) 
the short-range aspect, which has to 
do with daily fluctuations in volume 
and special assignments of a non-repeti- 
tive nature. Determination has to do 
with volume—analysis has to do with 
velocity and form. For purposes of 
brevity, this presentation will co-mingle 
these aspects and analyze them con- 
currently. 

The first essential is integration of 
the operating forecast of the physical 
volume of business to be done and its 
interpretation in terms of paperwork, 
customers’ orders, purchase orders, etc. 
This will be a guide to future volume. 

A case at issue will illustrate this: 
Company A, a medium-sized Chicago 
manufacturer, was concerned during 
the war period with “back-ordering” 
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which necessitated considerable corre- 
spondence and an average of four in- 
voices per customer’s order. These 
conditions increased paperwork by 
some 40 per cent above the 1939-194] 
period. For 1947, this firm’s sales 
forecast anticipated a 15 per cent in- 
crease in dollar sales over 1946. The 
office manager and the sales and pro- 
duction manager analyzed the figures 
upon which their 1947 budgets were 
based. The analysis showed that less 
correspondence was anticipated, fewer 
but larger customers’ orders, fewer 
purchase orders, reduction in_ back- 
ordering, fewer special and rush orders 
—which all added up to an estimated 
25 per cent reduction in clerical detail. 
This type of analysis provides guides 
for future long-range planning. Im- 
mediate changes in personnel are not 
made, but the office manager is alert 
to the necessity for periodic analysis 
so that normal turnover can be used 
to weed out the least capable employees. 
Effects on volume of office work of 
special sales drives and seasonal fluc- 
tuations in sales volume should be 
planned for in advance of actual occur- 
rence. Temporary arrangements can 
be made to meet these demands if the 
opportunity of pre-planning is given. 
All periodic reports not involved in 
the daily routine of handling paper- 
work should be analyzed to determine 
the required completion date. A sys- 
tem of “priorities” should be estab- 
lished to break bottlenecks which 
arise when control reports, accounting 
reports, statistical reports, and pure 
historical reports are funneled through 
the office at approximately the same 
time. 
Cycle billing is but one illustration 
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of the application of intelligent man- 
agement in eliminating the traditional 
month-end bottleneck. Better still is 
the discontinuation of month-end bill- 
ing entirely and the substitution of 
tissue-thin copies of the original in- 
voice, or sales slip, as the month-end 
reminder. Result: no posting, no 
bottlenecks, reduced volume of work. 

The volume of paperwork (the work- 
load) will influence the method used 
in processing the work: One company 
had six plants, located in the middle 
west, east, and southeast. Each plant 
employed an average of 200 em- 
ployees—a total of 1,200. Employees 
were paid weekly. Because there was 
insufficient volume at each plant to 
warrant machine methods, payrolls 
were made up manually, requiring the 
services of six employees—one at each 
plant. It was found that by centraliz- 
ing the payroll at the main office, an 
accounting-payroll machine could be 
used to do the entire job. One em- 
ployee and a part-time employee took 
care of the detail. The plant had avail- 
able help to assume the timekeeping 
duties and payroll summary work, 
hence there was a direct savings in 
clerical help. 

This situation, under slightly dif- 
ferent circumstances, can be reversed, 
and by decentralization of clerical func- 
tions economies can be effected. 

The time element influences the 
volume of work to be accomplished. 
Company B estimated the volume in 
one department as follows: It was 
anticipated that there would be pro- 
duced, on the average, 1,000 units of 
work, the standard time of which 
would be 15 minutes per unit, or 
15,000 minutes—making a total time 
demand of 250 hours monthly. The 
period during which this time require- 
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ment took place was between the 8th 
and the 24th of each month. Hence 
the 250 hours were required during 
half the month, which on a monthly 
basis was equivalent to about 500 
hours. With 173 hours available per 
month per employee (40 hours per 
week times 4144 weeks to a month), 
3 full-time employees were provided. 
Odd jobs and fill-in assignments 
(which produced no value) were used 
to take up some of the slack during 
the period when few, if any, regular 
duties were being performed. 

No one had analyzed the flow of 
work, nor had anyone attempted to 
study the reasons for the concentra- 
tion of tasks within the two-week 
period of the month. Through analy- 
sis and proper scheduling, the time 
element was changed so that the work 
flowed in over a longer period of time. 
Hence, the 250 hours of labor required 
to process the work was spread over 
25 days instead of 15 days, materially 
changing the workload distribution. 
Two persons, with some available time 
for other tasks, were able to process 
the work, whereas three had been re- 
quired. Many other companies are 
overstaffed to meet an irregular flow 
or concentrated flow, which, if ana- 
lyzed, could be smoothed out and 
scheduled. Company B, in this ex- 
ample, effected the improvement by the 
change in scheduling the reports from 
branch offices. Instead of having the 
reports come in at a fixed date, the 
reports were staggered so that the 
processing was done almost continu- 
ously without material loss of uni- 
formity or distortion of comparisons. 
Thus the bottlenecks were broken. 

If control over method is instituted ; 
if checks and balances are used to re- 
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duce the indefinable but ever present of responsibilities—control over the 
trend toward complexities of system; volume of clerical work will be reason-§ 
if periodic analysis of jobs, paperwork ably assured. 

flow, and processes becomes a regular By Harry L. Wytir. N.O.M.A. 
part of the office manager’s schedule Conference Proceedings, 1947, p. 22:6, 


Inventory Pricing Speeded 


j apelin ge are maintained in three different cities by the Astrup Company 
of Cleveland. In the past, inventories were written at each of the firm’s ware- 
houses according to the order in which they came in the bins. Since bins are 
arranged differently at each warehouse, it was a long job to price the inventories 
upon their receipt. 

Accordingly, an alphabetical list was prepared of all the materials the company 
handles. Then ditto copies of this list were made, all items, of course, still arranged 
alphabetically. One set of these is sent to each warehouse to be filled in at inven- 
tory time. The remaining copy is kept at the home office and priced prior to taking 
of the inventory. 

When inventory sheets are received from each warehouse, it is merely neces- 
sary to copy from the master set of prices in the office on to the three warehouse 
inventories. This procedure saves considerable time. 

—Office Management and Equipment 6/47 


Development of Office Standards Under Way 


Aer for the development of office standards has been inaugurated by 
the American Standards Association under the sponsorship of the National 
Office Management Association. A number of other orgafiuzations, including the 
AMA, various government bureaus, and suppliers’ associations, are cooperating. 

Aim of the project is to develop standards for several phases of office manage- 
ment—forms, records, and procedures; paper; physical and physiological factors; 
office personnel; office supplies; office furniture and business machines. 

Meetings at which office standardization problems will be discussed are being 
planned by many local NOMA chapters throughout the country. Those who are 
interested in participating, or who wish to organize their own cooperating groups, 
should contact the local NOMA chapter nearest them or address their inquiries 
to R. E. Shull, Chairman, Office Standards Committee, National Office Manage- 
ment Association, 2118 Lincoln-Liberty Building, Philadelphia 7, Penna. 





THERE COMES A TIME in the development of ourselves when receiving from 
others, which is the essence of selfishness, gives way to the irresistible urge to 
give to others—to grow beyond the limits of one’s own skin, whether in the 
creation of a family or the building of’a good society. We reach a point when 
we become satiated with ourselves and when life demands that we turn outward 
toward other human life. Then we cease being the passive vessel and ourselves 
become the living spring. Life does not ask us our wishes in this matter, but 
in the very process of our very biological maturation it forces us to renounce 
our status as parasites upon life and summons us to become the. patrons of life. 

—JosHua Lotn Liesman in Peace of Mind 











The Management Review 





] 


De el i ee, ed 





The Economics of Wage-Dispute Settlement 


HE debate over wage rates in the 

public press and in proceedings 
between management and labor organ- 
izations has popularized economic an- 
alysis and introduced certain cliches 
or standard arguments, employed by 
the side that regards them as most 
effective at the time in winning the 
case. Typical of these are the phrases, 
“comparable wages,” “productivity,” 
and “cost of living.” It is the purpose 
of this article to examine the implica- 
tions of such economic slogans and dis- 
cuss the limitations that should be rec- 
ognized by those who employ them as 
principles of wage determination. 

Comparable Wage Rates. No argu- 
ment is employed more frequently in 
wage discussions than that wage rates 
in one bargaining unit should be equal- 
ized with, or related by a particular dif- 
ferential to, wage rates in other “com- 
parable” bargaining units. 

The slogan, “equal pay for equal 
work,” commands wide support. How- 
ever, for reasons which will now be 
surveyed, the illusion of simplicity van- 
ishes in the attempt to give meaning to 
the concept of “comparable” wage rates 
in any particular dispute situation. 

(1) The content of job classifica- 
tions designated by the same job title 
varies widely among different employ- 
ers. The range of duties assigned to a 
single worker has not been so stand- 
ardized among plants as is widely as- 
sumed. Varying ages and types of 
equipment, differing scales of operation 
between large and small plants, and 
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differences in techniques are factors 
making for dissimilar job contents 
among firms producing roughly similar 
goods. 

(2) Comparability in wage rates is 
impaired by variations in the method of 
wage payment. Some workers and job 
classifications are remunerated on an 
hourly rate basis, others are on individ- 
ual piece-rates or incentive rates, while 
still others are paid on group incentive 
plans. The content of job classifica- 
tions may be identical, but the amount 
of services performed and purchased 
will ordinarily vary with the method of 
wage payment. Among incentive sys- 
tems, for example, there are substan- 
tial differences in the definitions of the 
“standard performance” and the extent 
of “incentive pull” for additional out- 
put. These differences affect the mean- 
ing of inter-plant comparisons of 
wages. 

(3) The influence of regularity of 
employment upon wage rates must be 
assessed in defining comparable wages. 
The level of rates for maintenance oc- 
cupations with steady employment, for 
example, is frequently, though not 
always, below the rates for the same 
crafts engaged in seasonal construction 
work. 

(4) The terms and conditions of 
employment typically include not only 
the occupational rate but also other 
“money” conditions such as shift pre- 
miums, vacations and holidays with 
pay, sick leave, pensions, social and 
health insurance, paid lunch periods, 
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Christmas bonuses, etc., to mention the 
more prominent terms. The total con- 
tract of employment involves many 
other items that are less immediately 
“money” terms, such as union recogni- 
tion, seniority, management rights and 
grievance machinery, and arbitration. 
In the bargaining process there is fre- 
quently substitution among basic rate 
adjustments and shift premiums, va- 
cations, and health insurance plans. 
There may even be important trades 
between the “money” items and other 
provisions of a contract. Comparison of 
wage rates under these circumstances 
may become particularly tenuous. 

(5) The geographical implications 
of “comparable wages” can be most 
perplexing. The concept of a “labor 
market” has no direct correspondence 
in geography. Specifying the labor 
market in accordance with the cost of 
transportation or the knowledge of job 
and wage opportunities does not yield 
precise results. The inclusion of sub- 
urbs and satellite communities can be 
as difficult as the grouping of larger 
towns and cities. The areas of uni- 
formity have in general spread in re- 
cent years, although uniformity appears 
to be greatér in periods of high em- 
ployment than in loose labor markets. 
If the standard of comparable wages is 
to be employed, we cannot escape the 
difficult task of defining the geographi- 
cal limits of the appropriate labor 
market. 

(6) In determining “comparable” 
wage rates, what grouping of firms 
should be selected? Business enter- 
prises are ordinarily regarded as clus- 
tering into industries, segments, or 
smaller groups among which product 
competition is relatively closer than 
with firms outside the group. But every 
business, if we except a few per- 
fectly competitive markets, has its spe- 
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cialized market and clientele. The 
grouping of firms according to similar- 
ity of product-market conditions is a 
convention always subject to further 
subdivision. 

For example, the trucking firms in 
an area may be subdivided into over- 
the-road and local trucking enterprises. 
The latter may be classified in turn 
into product groups—oil, coal, grocery, 
department store, express, etc. Any 
one of these groups, such as oil, in turn 
could be further subdivided into: na- 
tional distributors, local companies, 
home delivery, industrial uses, etc. The 
choice of groupings among firms pre- 
sents the most difficult of problems. 

Productivity. In recent days man- 
agement, editorial writers, economists, 
and some labor leaders have been 
preaching that increased productivity 
alone provides the basis for wage in- 
creases. As a guide or a rule of thumb 
in any particular negotiation, however, 
the principle has grave difficulties which 
may be briefly summarized. 

(1) The rate of change in produc- 
tivity in our economic system varies 
widely among the component segments. 
Within an industry the rate is normally 
quite different among firms. Even 
within a firm or plant the rate varies 
among departments, machines, and 
operations. The wage structure of a 
particular plant or department, if it 
were geared absolutely to changes in 
productivity, would soon become intol- 
erable. Employees in continuous strip 
mills and on tin plate operations in the 
steel industry, for instance, would have 
had enormous wage increases in the 
past 10 years in comparison with em- 
ployees in other sectors of the indus- 
try. Under such circumstances the 
wage structure would bear very little 
relationship to skill, experience, of 
other factors typically taken into ac- 
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count in settling rate structures. Nor 
would the wage structure bear any 
relationship to wages paid for compa- 
rable operations in other industries in 
steel centers, 

In the same way, the adjustment of 
wage levels among industries exclu- 
sively according to this principle would 
distort the wage structure of the coun- 
try. Industries in which productivity 
increased rapidly would . experience 
large wage increases, while in others 
wage rates would remain relatively un- 
changed. Either as a matter of alloca- 
tion of resources or as a means to the 
maintenance of industrial peace, the 
absolute adoption of such a principle 
for determining the structure of 
wages among industries would be 
catastrophic. 

(2) In many industries the task of 
constructing an index of physical pro- 
duction is formidable, if not impossible. 
There may be many different products 
and their proportions in total output, 
or the “product-mix,” may change 
frequently. While changes in quality 
and specifications will be particularly 
important in a job-order business, these 
factors are present to some extent in 
almost every case. 

(3) Between any two periods out- 
put per man-hour may vary as a result 
of a great many different factors, in- 
cluding: a change in the composition 
of production, changes in the average 
effectiveness of plant and equipment, a 
change in the composition of the work- 
force, and improvements in earlier 
stages of production. These circum- 
stances are hardly equally valid bases 
for an increase in wage rates in a par- 
ticular plant or company. 

(4) Depending upon the precise 
meaning given to the productivity 
argument, the problem of the relation 
of wage changes to declines in produc- 
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tivity. may ‘have: to be faced... There 
are instances in which performance per 
average unit of labor input may decline 
as a résult of the exhaustion of a re- 
source, the use of a less skilled labor 
force on the average, or as the result of 
less inténsive application, Under ‘these 
circumstances is there an argument for 
a wage decrease? 

Cost-of-Living Index. As an abso- 
lute principle of wage determination 
the cost of ‘living has severe limita- 
tions: 

(1) The cost-of-living  indéx- typi- 
cally contains important components, 
such’ as food and rent, whose price 
movements are not necessarily good 
barometers of the change in other wage- 
determining factors. For reasons pecu- 
liar to agriculture and housing, these 
prices may be out of line relative to the 
general level of prices. If this be the 
case there would be serious question as 
to the propriety of altering the general 


level of wage rates, or any rate, by the 
application of the cost-of-living stand- 
ird. There have been periods, such as 
the ’20s, in which industrial prosperity 
has been associated with agricultural 


depression. To contend that this fact 
should be. binding in industrial wage- 
rate determination is dubious, just as a 
temporary rise in the cost-of-living in- 
dex arising from a disappointing har- 
vest would hardly be regarded as an 
appropriate basis for an upward revi- 
sion in wage-rate levels. 

The absolute application of the cost- 
of-living standard would force practi- 
cally uniform wage-rate adjustments 
in all cases. (Admittedly, there are 
minor geographical variations in rates 
of change in the cost-of-living index.) 
But there may be occasion for impor- 
tant variations in the rates of change in 
wages among firms and industries. 

(2) Labor organizations have fre- 
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quently indicated that application of the 
cost-of-living principle over any con- 
siderable period would result in a sta- 
tionary real standard of living for wage 
earners. The gains of productivity in 
our system have normally been trans- 
lated in part into increases in wages 
and salaries. The rigid application of 
the slogan of cost of living would re- 
sult in a stationary real wage rate. 

(3) It is difficult to measure 
changes in the cost of living. It is not 
always clear whether the proponents of 
the principle in collective bargaining 
are interested in measuring the price of 
a constant bundle of goods and ser- 
vices, or whether they are attempting 
to measure the change in average ex- 
penditures. The latter concept includes 
the effect of changes in income levels, 
the effects of administering the price 
structure so as to make available par- 
ticular price lines of commodities, and 
“forced” substitutions of the type 
necessitated by wartime conditions. 





(4) If wages are to be adjusted to 
the changes in the cost of living, there 
must be some starting point or appro- 
priate base period. The unions nor- 
mally would select the period of the 
last wage change, in cases of increasing 
cost of living, while employers would 
emphasize the point that some more 
representative period of real earnings 
should be selected. 

(5) Automatic adjustment of the 
general level of wage rates to the cost- 
of-living index is not always appropri- 
ate policy. There may be times of high 
employment and output in which such 
a policy would result in cumulative 
wage and price increases. High em- 
ployment is always loaded with infla- 
tionary dangers, and wage rate ad- 


justments at such periods must be 


approached with care to avoid unsta- 
bilizing consequences. 

By Joun T. Duntop. Law and 
Contemporary Problems, Spring, 1947, 
p. 281 :16. 


A Form for Perpetual Seniority Records 


PERPETUAL seniority inventory system developed by the Leland Electric 
Company, Dayton, with the help of its union, and used in every personnel 


on Be oe hk. 


transaction involving length of service, has virtually eliminated grievances con- 
nected with seniority. 

The system is simple. Seniority is recorded separately on three copies of a 
special card which provides space for essential seniority information under the 
following vertical headings: date started in plant, date started in department, date 
started on job, clock number, job classification, date left, reason for leaving. 

The master card is kept in the personnel office, the second card in the depart- 
ment in which the employee works, and the third in the union office. The depart- 
ment card follows the worker through the plant from the time he is placed on 
the payroll, showing all subsequent transfers, promotions, layoffs, rehires, and 
the like. 

If it should become necessary to make a reduction of staff in any department, 
employees with least seniority are easily identified. The department head merely 
arranges his cards by seniority. Seniority cards affected by the departmental 
change are given consideration for plant-wide seniority. With the aid of the 
chief steward and superintendent of the plant the cards are then arranged accord- 
ing to plant-wide seniority. After final arrangement of the cards, transfers and 
payoffs are made out for the employees affected. 
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Parents Help Keep Junior Workers on the Job 


S a solution to the absentee and turnover problems that commonly arise when 

young workers are employed, one company devised a special letter to junior 
employees’ parents, enlisting their cooperation. The results were excellent—pos- 
sibly because the letter, which is reproduced here, solicits parents’ interest by 
stressing management’s interest in the beginning worker’s job success. 


Dear Mr. and Mrs. Smith: : 


As you know, your daughter, Constance, has joined our organization in 
the capacity of clerk in our Order Department. Ours is a large organiza- 
tion employing about 200 persons and, we are glad to say, is composed of 
ladies and gentlemen. 

Because this is Constance’s first business venture, we are extending a 
cordial invitation to you to come to our office at your early convenience 
and see the environment in which your daughter works. We are most 
sincere when we say that we shall do everything in our power to make 
her business life a success. In this connection, we need your assistance. 
We think, therefore, that it would be a fine idea for you to come in 
see for yourself what our office is like and the caliber of the people who 
comprise our staff. 

We expect strict loyalty, prompt attendance, and a minimum of 
absenteeism on the part of our personnel. We are trying to provide every 
facility which will make for employee happiness, and we have every reason 
to believe that your daughter’s experience with us will be no exception to 
that of many young ladies who have joined our staff in the past. 

We solicit your cooperation and assure you of our best efforts to make 
Constance’s stay with us constructive and profitable. 


Yours very truly, 
Treasurer. 


Educational Aid Program 


ENERAL MILLS has announced that it will reimburse employees on night 

school tuitions up to $30 per person annually in a program designed to 
encourage self-improvement among personnel. 

All the company’s 12,000 employees are eligible to participate. When night 
school facilities are not available, the company may approve correspondence study. 

Early registrations indicate that the vast majority of employees residing in the 
Minneapolis-St. Paul vicinity will attend night classes of the University of Min- 
nesota. Others are signing with local business and high schools. 

One course of study will be eligible for reimbursement per semester or quarter, 
and it must be related to the employee’s work or the position for which he is 
training. Courses must be taken at recognized and approved institutions. 

Advances of up to $15 on tuition may be made at the start of the training, 
with the balance paid upon completion of the course. 


Vacation Invitation 


i the future, employees over age 50 who: have been with Curtiss Candy Company 
20 years or more will receive two weeks of paid winter vacation im addition to 
their regular two weeks’ summer vacation. Twenty-year employees who are 
under 50 will receive one week of paid winter vacation in addition to the two weeks 
they have been receiving in the summer. At present 95 men and women employed 
by the company are eligible for these additional vacation benefits. 

—Commerce Magazine 9/47 





NDUSTRIAL records indicate that 
acute respiratory diseases are the 
most important cause of. sick-absentee- 


ism. It is estimated that the working , 


people of this country lose about one 
billion dollars annually in wages alone 
because of respiratory illness, while 
the loss to their employers must run 
into many millions. Hence, though 
people spend only one-third of their 
time at work, any measures industry 
can adopt for reducing respiratory in- 
fections are of importance. 

Extensive experiments on respiratory 
diseases conducted by the Army and 
Navy during the war period have given 
some information about methods for 
their control which might be of value 
to industry. These data appear to jus- 
tify the following conclusions: 

1. Since respiratory infections orig- 
inate from people who have the disease- 
producing organisms in their throat 
and nose, the most important preven- 
tive measure is good personal hygiene 
to avoid the dissemination of such or- 
ganisms into the air. A sound health 
education program. should be of value 
in this respect. It is also suggested 
that industry might supply paper hand- 
kerchiefs to their employees and re- 
quest them to use these when sneezing, 
coughing and blowing the nose and 
then to place them immediately in con- 
veniently located receptacles. 

2. To prevent droplet infection a 
distance of a few feet should be allowed 
between workers who face each other. 

3. Oiling of floors and oil sweeping 
are of value in preventing the bacteria 
and other organisms, which settle to 
the floor, from again contaminating the 
air. This procedure may lead to a re- 
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Control of Respiratory Diseases in Industry 


duction in respiratory diseases such as 
streptococcal infections. 

4. Air disinfection by irradiation of 
the air with ultraviolet light or by aero- 
sols is not considered practicable for 
industry at present. 

5. Proper sanitation in the prepa- 
ration and serving of food is essential 
to prevent the transmission of respira- 
tory diseases by this method. 

6. Army studies have shown that 
the recently developed vaccine against 
the influenza virus Types A and B will 
greatly reduce the incidence of these 
diseases. However, there is no evi- 
dence that this influenza vaccine or any 
other vaccine will protect against any 
other types of respiratory infections in- 
cluding many conditions mistakenly 
diagnosed as influenza. It is recom- 
mended that industry urge their em- 
ployees to be vaccinated against 
influenza A and B when signs of an 
epidemic of these specific conditions 
appear in the community, but since 
the duration of the immunity resulting 
from the influenza vaccine has not 
been determined and since influenza 
epidemics cannot be accurately fore- 
cast, it would seem better not to urge 
vaccination in anticipation of an epi- 
demic. Although vaccination of all 
employees probably would reduce to a 
large extent the absenteeism during 
the period of an influenza epidemic, it 
would only slightly reduce the annual 
respiratory disease rate even in years 
when an influenza epidemic occurs. 

7. The continuous administering of 
drugs such as sulfadiazine for prophy- 
lactic purposes is dangerous because it 
may lead to a condition in which 
drug-resistant strains predominate, and 
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thence to epidemics of these infec- 
tions. Under certain conditions, such 
as when streptococcal or meningococ- 
cal infections appear in a group of 
employees, drug prophylaxis should be 
used for temporarily controlling the 
spread of these infections. 

8. Experiments have shown that 
neither irradiation of people with ultra- 
violet light nor the addition of vitamins 
to an ordinary diet will increase the 
resistance of industrial workers to 
respiratory infections. 

9. The evidence indicates that sud- 
den chilling of the body, exposure to 


















inclement weather, or a marked fall 
in outdoor temperature lower the re- 
sistance of some people to respiratory 
infections. Measures to protect against 
the chilling of the body are therefore 
important. 

10. The analysis of industrial sick- 
ness records and the referring of those 
workers with repeated respiratory ill- 
ness to their private physician for treat- 
ment is also recommended. 

From an address by Anna M. Baetjer 
before the Eleventh Annual Meeting of 
the Industrial Hygiene Foundation of 
America. 


Common Errors in Employee Merit Rating Practices 


NALYSIS of the employee merit 
rating procedures of 125 compa- 
nies reveals that most of the plans are 
subject to several basic errors, While 
the companies surveyed by no means 
constitute a random sampling of all en- 
terprises in the United States, it is 
likely that the results are representa- 
tive since they follow the same general 
pattern shown in previous employee 
rating surveys. 

That the popularity of the rating 
scale continues is amply demonstrated 
by the fact that the scale method was 
reported in use by 106 companies; the 
check list method, by 12; and ranking, 
grading, or a combination of these, 
by 7. 

The seeming simplicity of the rating 
scale attracts the busy personnel execu- 
tive and the busy supervisor as well. 
This survey indicates, however, that 
the full benefits of the rating scale plan 
are seldom realized because of the fol- 
lowing common pitfalls: 

1. Traits are not described in defi- 


October, 1947 


nite, simple, unambiguous language. 

2.. Traits do not refer to a single 
type of activity or to the results of a 
single type of activity. 

3. Traits are often a composite of a 
number of factors which vary inde- 
pendently. For example: “judgment 
and self-control”, “versatility and gen- 
eral knowledge.” : 

4. Frequent use is still made of 
general terms, such as, very good, be- 
low average, excellent, inferior. This 
is true in about half the cases, with 
a few companies providing detailed de- 
scriptions or standards. of performance 
as a guide to the rater in making his 
decisions. 

5. Traits are included upon which 
reliable or more objective data is ob- 
tainable. Many scales include refer- 
ences to health and attendance, when 
medical and payroll or attendance rec- 
ords would provide the actual facts. 

6. Raters are asked to rate on 
traits which are not observable in the 
work performance of the employee. 
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How could the rater more than guess, 
in most cases, when asked to rate em- 
ployees on moral character or interest 
in community affairs? 

7. In more than 80 per cent of the 
companies, recognition is not given to 
the fact that traits are not necessarily 
weighted in the way intended when a 
predetermined set of maximum values 
are assigned to each trait. In combin- 
ing rating points the scores weight 
themselves automatically in proportion 
to their respective variabilities. 


It may be true that any formalized 
rating plan is better than none at all, 
but it is difficult to believe when some 
company plans are guilty on all the 
foregoing points. It is important that 
the personnel executive evaluate his 
employee rating plan once in a while 
against theoretical rules, prevailing 
practice, and above all, against the’ ob- 
jective for which the plan was origi- 
nally established. 


By WALTER R. MAHLER. Person- 


nel Journal, June, 1947, p. 68:7. 


Labor Turnover and Its Correlates 


Sf a study of the relationship between labor turnover and each of 24 other vari- 
ables in seven major manufacturing divisions of an Indianapolis electronics 
factory, three variables were found to be significantly related to turnover: (a) 
hourly earnings of male workers; (b) job monotony; (c) promotion probability. 
A larger study of 40 variables in 53 departments of a Camden, N. J., electronics 
factory revealed statistically significant tendencies for departments highest in per 
cent of workers quitting the company for avoidable reasons to be departments 
which are: 
(a) high in per cent of female workers among hourly-paid employees ; 
6} low in hours worked per week per hourly-paid female employee ; 
c) low in hourly earnings of hourly-paid male employees ; 
ey high in difference in average hours worked per day by each sex; 
e) low in social prestige for average job; 
(£) rating under a wage incentive system ; 
(g) high in job monotony; 


(h) low in morale (union ratings). 
—Journal of Applied Psychology 8/47 


Less Labor Turnover—Because Applicant Previews Job 


IRING is a two-way process at Victor Manufacturing & Gasket Company, 

Chicago. First, management looks at the applicant. Second, the prospective 
employee looks at the job. Result—labor turnover has been cut from 10 per cent 
to 4 per cent a month—a reduction of 60 per cent. 

Under this “job introduction” plan, the applicant is first interviewed in the 
employment department and a decision is made as to his acceptability to the 
company, No matter what job the individual is applying for, he is introduced to 
the department by one of the employment clerks. The foreman then takes the 
applicant around the department, explains the various work in process, and tells 
him the exact nature of his own particular work. Thus the foreman is given 
an opportunity to evaluate the applicant and the applicant a chance to size up 
his own future. 

This plan takes longer than ordinary hiring procedures, but the additional 
expense and time have been more than justified by a sizable reduction in new 
employee: training expense, better supervisory-employee relations, improved produc- 
tion efficiency, and a more stable, as well as a more contented, workforce. 

—Factory Management and Maintenance 7/47 
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Creating and Expressing Sound Personnel Policies 


HE successful operation and per- 

petuation of any business require 
not only capital, plant and equipment, 
and personnel, but also standards of 
conduct which, when fulfilled, enable 
the company to discharge its obliga- 
tions and achieve its objectives. These 
standards which represent the basic 
philosophy of the business, are ex- 
pressed in the form of policies. 

The dynamic character and com- 
plexity of most business operations to- 
day make it necessary to give constant 
and full consideration to any factors 
which may lead to changes or additions 
in policies. Among such factors are: 
suggestions and recommendations of 
employees; employee complaints; sug- 
gestions and recommendations made by 
managerial personnel in foremen con- 
ferences and individual discussions; 
evidence of any failure to meet com- 
pany objectives or fullfill its obliga- 
tions ; and results of employee attitude 
or morale surveys. 

All policies should be expressed in 
writing, and should be worded simply, 
clearly, and as fully as necessary to 
avoid ambiguity. Policies to be pre- 
sented to non-managerial personnel can 
be distributed by any of several meth- 
ods. Among the media we at Inter- 
national Harvester employ are printed 
booklets, letters mailed to employees’ 
homes, letters distributed personally by 
foremen, posters on bulletin boards, and 
articles in the company magazines. 
Obviously, none of these more formal 
methods can eliminate the need for fre- 
quent personal contact of foremen with 
their supervisees. 

Every foreman is vitally concerned 
with policy—personnel or otherwise. 
To his employees and his superiors, he 
is the management. This means, then, 
that he must not only know policy and 
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the philosophy behind it, but he must 
also be able to apply that policy fairly 
and impartially. At International Har- 
vester every member of the managerial 
personnel is supplied with concrete in- 
formation on all policies. We release 
our policies in printed form suitable 
for filing in loose-leaf binders. When- 
ever a modification of any kind is de- 
veloped, a new policy is issued for in- 
sertion in the binder and the policy it 
supersedes is destroyed. In instances 
where policies, such as those covering 
employee benefit plans, are covered in 
detail in booklet form, it has proved de- 
sirable to provide a summary of the 
principal features of such policies for 
the loose-leaf binder, with reference to 
the booklet in which more complete in- 
formation can be found. 


All new policies should be announced 
and carefully explained to the entire 
managerial organization before their 
general release. Not only the policy but 
also the reasoning behind its develop- 
ment should be discussed with per- 
sonnel at all strata. In the case of 
major policies, at least, this informa- 
tion should be introduced by a high 
company or plant official in a personal 
address, recording, or letter. 


Careful development and proper in- 
troduction of a policy alone will not 
assure its continued satisfactory appli- 
cation. Periodic follow-up is essential. 
This can be accomplished. to a con- 
siderable extent through management 
training sessions, personal contact by 
foremen with employees, and attitude 
surveys. 

Uniform application of policy is obvi- 
ously essential to efficiency and morale, 
and effective application of policy pre- 
supposes full authority on the part of 
supervisors to interpret and apply 
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policies within their own spheres of 
authority. As long as a foreman ad- 
heres to the spirit rather than the mere 
letter of a statement of policy, he should 
be backed to the fullest by his superiors. 
We cannot place too much stress on 
the importance of, first, giving foremen 
of all ranks the most complete instruc- 
tion possible in interpreting and apply- 
ing policies and, second, supporting 
them without qualification whenever 
they are properly executing those 
policies. 

Generally, it must be borne in mind 
that policies diminish in value if they 
are not kept up to date. All employees 
—managerial and rank-and-file—must 
be informed immediately of any new 





policies or changes in existing ones. If 
a loose-leaf policy manual is used, it 
must be kept current. 

Finally, it is recommended that the 
industrial relations manager, with the 
assistance of the training director, 
periodically report to higher manage- 
ment on the policies they have re- 
viewed with either the managerial 
organization or non-managerial em- 
ployees. Reports should include state- 
ments on the employees’ understanding 
and acceptance of these policies and 
summaries of the suggestions offered 
by personnel in both categories. 

From an address by George Hodge 
before the Industrial Management In- 
stitute of the University of Wisconsin. 


. processes. 


A Simple and Flexible Incentive Method 


AX easily administered incentive plan, which requires a minimum of clerical 
work and is adjustable to process changes and methods improvement, is in 
successful operation at the plant of New Castle Products, Inc., New Castle, Ind. 

On the basis of previous experience, the average percentage of labor to the 
sales dollar was first computed. Inasmuch as this figure is exceptionally high for 
the company’s product, employees were to be given one-half of any savings realized. 
This percentage of direct and indirect labor per dollar of net sales is used as 
the base figure to determine all future increases or decreases. The total net sales 
for the month are multiplied by this base figure. If the result is larger than the 


total of direct and indirect labor cost, one-half the difference is paid to employees. 


The savings are divided by the total number of all hours worked. These 
savings per hour; multiplied by hours worked by each employee, represent the 
amount to be paid to’ that worker. 

Payment is made by separate checks on or before the fifteenth of each month 
to each employee who has worked 90 per cent of the total workdays during the 
preceding month and who is on the payroll on the last day of that month. Inclusion 
of this provision—which, incidentally, does not apply to workers on leave of 
absence—has materially reduced absenteeism. 

The base figure is subject to revision upward or downward as changed condi- 
tions may justify. Should the net sales price per unit of the company’s product 
be reduced, this percentage is to be increased. Should the net sales price be 
increased, as shown by price schedules, this is to be decreased. Adjustments 
upward are to be made when new work processes are brought into the plant— 
for example, if the plant should start to manufacture parts which it formerly 
“farmed out” to others. Adjustments of the base percentage downward are 
made when the company is able to reduce labor per unit by elimination of 
Should the union not agree on any adjusted base figure, the determina- 
tion is left to arbitration. 

Vacation pay, inventory work, and the like, are not considered as a part of 
direct or indirect labor. All overtime work is considered as straight time in the 
determination of the per-hour saving. The premium for overtime, as provided 
for in federal regulations, is paid by the company, and the bonus figure is not 





penalized by this amaunt. 
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—A. O. Harpine in N.A.C.A. Bulletin 8/1/47 
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Organizing a New Recreational Activity 


O companies interested in initiating an employee recreational activity, the 

pointers presented here may be of value. 

A steering committee should be appointed to decide on date and meeting place 
for launching and pushing the activity. Logically, its members should be drawn 
from the group that seems enthusiastic about the plan. The first meeting of this 
committee to lay the foundation for the activity should consider : 

Organization: purpose of club; discussion and agreement on objectives and 
values ; survey of existing and needed facilities and equipment. 

Finances: estimation of costs and probability of keeping within this budget. 

Leadership: selection of officers and committee; discussion of plans for con- 
stitution and by-laws, and conditions of membership—if club is to be formally 
drawn up and kept on businesslike basis, though its atmosphere be informal. 

Future Meetings: time, place and frequency of future meetings. 

Publicity: personal contacts, house-organ write-ups, bulletin board posters, 
notices, P.A. system announcements. 

Follow-ups: letters of thanks to give credit and recognition to those who 
helped build spirit and unity in the group. 

Other points to be discussed, settled, and kept in mind: 

What one person is to be responsible for the care and storage of equipment? 

What about: practice time; company policies in regard to the activity; meetings 

on company time? 

What assistance may be depended on from management? 

Could a city-wide league or council be formed in this particular activity? 

What safety factors must be taken into account? 

How could, this activity tie in with other activities—for example, in combination 

events? 

Could movies, or talks by leading authorities in this or some related field, be 

effectively used as part of special planning events ? 
—Idea Clinic (Industrial Recreation Association) 


Geographic Shifts in Unemployment Since 1940 


ODAY the heaviest volume of unemployment in relation to the labor force is 

found in the West, whereas in 1940 it was found in the North. While the 
volume of unemployment in the South is considerably below the 1940 level, its 
relative position remains approximately the same. 

With a national ratio of unemployment to the non- -agricultural labor force 
of about 5 per cent, or approximately one-third of the 1940 average, significant 
geographic variations in the extent of unemployment continue despite the con- 
siderable migration in quest of employment during these seven years. Currently 
over half the labor force in 132 major employment areas studied is in areas of 
“moderate” unemployment, while 36 per cent is in areas of “light” unemployment. 
Areas with “heavy” unemployment account for 10 per cent of the labor force; 
those in the “very heavy” unemployment classification, for a little over 2 per cent. 

Of the total labor force in the “very heavy” unemployment group, about 60 
per cent is in the West—in sharp contrast to approximately 10 per cent in 1940. 
Moreover, the areas of “heavy” and “very heavy” unemployment in the West 
account for 61 per cent of the non-agricultural labor force in all areas of this 
region. This is in contrast to 3 per cent in the North and 14 per cent in the 
South. This heavy concentration of unemployment in the West is accounted for 
by the tremendous influx of war workers, all of whom could not be reabsorbed 
by peacetime industries and the thousands of veterans who have returned to these 
states since VJ-Day. Moreover, in-migration to these states continues high. 

In contrast with the West—where unemployment, though less severe than 
before the war, is nonetheless “heavy’—areas in the North, with few exceptions, 
have relatively low unemployment. As contrasted with 1940, this region now has 
less than its proportionate share of its labor force in areas of heavy unemploy- 
ment. The few areas of “heavy” and “very heavy” unemployment are located 
primarily in the Middle Atlantic states and account for 3 per cent of the labor 
force—in contrast to 12 per cent nationally, 61 per cent in the West, and 14 per 


cent in the South. 
—The Labor Market (U. S. Department of Labor) 5/47 
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They Earn What They iis hai Like It! 


HE harmonious labor-management 

relationships that have prevailed in 
the non-unionized plants of Sandal- 
Craft, St. Louis footwear manufacturer, 
are traceable in no small part to the 
company’s excess earnings or incentive 
pay plan, which guarantees extra pay 
in direct relation to extra production. 
Employees are solidly behind it be- 
cause they know definitely (1) how 
much per unit is being paid to labor as 
a group; (2) that unit labor allowances 
are never changed as a result of any effi- 
ciency or short-cut developed by the 
workers; (3) that management is not 
in a position to profit on the labor 
account. 

Each worker in the plan has an 
individually established base pay rate. 
This rate was set on the basis of the 
worker’s efficiency—by a committee of 
five fellow workers. These base pay 
rates are lower than the rates paid for 
comparable jobs in other plants. 

The shop committee which sets the 
base pay rates is elected, with each 
member serving 15 months. The elec- 
tions are staggered so that one com- 
mittee vacancy occurs every three 
months—and the rule is that no com- 
mittee member may be elected for two 
successive terms. 

Any worker who feels that his base 
pay rate is unfair has the right to 
ask for a review, but he is being 
judged by fellow workers, and not by 
management. 

The premise upon which excess 
earnings are paid is that labor is 
entitled to receive as wages all the value 
that it creates. “They get what they 
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earn,” points out Francis M. Gilkerson, 
president of the company, “no more, 
but definitely no less.” 

To determine what a worker earns, 
the management first designs the item 
of manufacture to sell at a predeter- 
mined selling price. The design may 
incorporate many or few operations 
above the basic labor operations re- 
quired to produce a simple sandal. 
The basic labor operations and the 
additional work are evaluated and a bill 
of labor is established for the item. 


This sum is discussed with the shop 
committee representing the plant in 
which the item will be made. A unit 
labor allowance is established. Once 
established, this unit labor allowance 
is not altered. The workers in the 
plant get this sum regardless of how 
much they increase output. Their 
basic wage rate is guaranteed, and their 
maximum take-home pay is controlled 
only by the quantity they produce. 

The method of applying the bonus 
to the individual’s take-home is inter- 
esting, in that the bonus is a plant 
bonus, but the incentive is an individual 
one, based on the output of each 
worker in the operation on which he 
is engaged. 

The mechanics are, first, to compute 
the total sum of the basic wages of 
the workers in the plant. This is done 
by multiplying the basic hourly rate 
of each worker by the number of hours 
worked. When these are totaled, the 
result is the basic wage for the week. 

Then the number of pairs of sandals 
produced during the period is multi- 
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plied by the unit labor allowance, with 
a resultant gross being the amount 
available for distribution as wages. 

The difference between this sum and 
the base pay for the group is con- 

sidered “excess earnings,” and these 
earnings are distributed to all the 
workers on a percentage basis. 

As an illustration: If the plant pro- 
duced 2,500 pairs of sandals on which 
the predetermined labor allowance was 
$1 a sandal, the earnings available for 
division as wages would be $2,500. 
If the base pay for all the employees 
was $1,600 for the week, the “excess 
earnings” would be $900. 

Figured as a percentage, the “ex- 
cess” would be 56.3 per cent, and this 
percentage increase would be applied 
to the hourly rate of each worker in 
the plant. An employee earning 50 
cents an hour base rate would receive 
50 cents plus 56.3 per cent, or 78.2 
cents an hour. The worker with a base 
rate of $1 an hour would get $1.563. 

If the workers step up their rate of 
production to 3,750 pairs of sandals 
a week, the amount available for dis- 
tribution at the end of the week would 
be $3,750, which would boost the ex- 
cess earnings to $2,150, or 134.3 per 
cent. 

This in turn would mean that the 
employee earning 50 cents an hour base 
rate would get 50 cents plus 134.3 per 
cent, or $1.172 an hour, and the worker 


with a base rate of a dollar an hour 
would get $2.343 an hour. 

The incentive system works up and 
down the line. Executives all get a 
base salary of $50 a week. This sounds 
like a penny ante approach to business, 
but it works out all right. 

For each function an incentive based 
on production is provided. Each 
plant superintendent receives a specific 
amount based on production in his 
plant. The general superintendent 
gets a percentage increase based on 
the lumped total production of all eight 
plants. The sales executives receive 
percentages based on sales. At each 
level the company salaries compare 
favorably with the sums paid compar- 
able executives in any other shoe con- 
cern in the country. 

As far as profits are concerned, 
Gilkerson takes the same approach as 
he does to wages. Just as he seeks to 
establish a wage pattern which fully 
reflects worker effort, he believes that 
all profits are justly due the manage- 
ment. 

The system is even applied to his 
office help—stenographers and typists. 
The top salary for office help is $40 a 
week, but during the busy season they 
all work extra hours and the take-home 
for a typist might.range as high as $400 
a month. 

By A. N. Wecxster. Mill & Fac- 
tory, August, 1947, p. 134:3. 





















AMA FALL PRODUCTION CONFERENCE 
The Fall Production Conference of the American Manage- 
ment Association will be held on Monday and Tuesday, December 
15 and 16, at the Hotel Pennsylwania, New York City. 
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Partnership Plan Pays Off 


AS Chicago shoe machinery manufacturer, has a working partner- 
ship program that is increasing production with the incentive of greater profit 
for all workers, stockholders, and customers. 

All employees who have worked continuously for a 12-month period auto- 
matically become partners. At present there are 105 partners among some 140 on 
the payroll. Collectively these partners are the employee-governing body and 
function through a five-man Board of Partners. 

Original by-laws for the Board were created by the company to get the plan 
moving, but they carried the proviso that they were to be approved by the partners 
and could be amended in any way. Composition of the Board gives all depart- 
ments representation. 

This body, which is responsible to the partners it represents, functions on a 
consultative basis. So far this year it has presented recommendations on four 
major projects, all of which have been adopted—a profit-sharing plan, a stock- 
ownership plan for partners, a vacation plan, and an employees’ manual. Items 
still slated for action include a pension plan, a plant newspaper, physical examina- 
‘sions, Christmas gifts, review of supervisory functions, job evaluation program, 
recreation, employee education, and a credit union. 

Une yarastick on the effectiveness of the partnership program is that average 
employee production has increased 271 per cent in five years. Production per 
worker, including salesmen, was $2,985 in 1941. In 1946 it rose to $8,605. This 
year it is expected to be even higher. 

—Factory Management and Maintenance 7/47 


Paperwork Farmed Out 


SMALL manufacturer who wants to set up a production-control procedure 

in his plant faces a big investment in machinery, staff, space. But without 
going to great expense he can now take advantage of proved business-control 
systems that govern inventory, purchasing, scheduling and assembly. A New 
York City service organization handles such work on a farmed-out basis. 

The system is simple. From the manufacturer, the service firm culls con- 
fidential information on present status of stock parts for each product, ideal stock 
quantity, quantity on order, and similar data. It then sets up a control system, 
furnishing all the weekly production paperwork, filled out and ready for immediate 
use in the plant. This includes: purchasing requisitions, receiving reports, raw 
material requisitions, manufacturing orders, sub-assembly requisitions and manu- 
facturing orders, and assembly requisitions and manufacturing orders. Also sup- 
plied regularly if desired are a status-of-inventory report, and an analysis of 
inventory. This furnishes top management with “high spots” of the inventory 
situation. 

. The service maintains liaison with the plant in order to obtain the necessary 
ata. 
—Business Week 8/9/47 





THE PRIMARY JOY OF LIFE is acceptance, approval, the sense of appreciation 
and companionship of our human comrades. Many men do not understand that 
the need for fellowship is really as deep as the need for food, and so they go 
throughout life accepting many substitutes for genuine, warm, simple relatedness. 
The Don Juans eternally seeking some new object of passion, the men and women 
desperately trying to lose themselves in drink, promiscuity, sensuality—in all 
the excess of flesh and power—are, more often than we suspect, lonely children 
lost and naked in a world that has never woven a garment of love for them and 
that has relentlessly driven them down the empty corridors of the years, desolate 
and alone. Penetrate behind the mask of men of ruthlessness and of power, 
who seem to move from conquest to conquest, and it will often be seen that 
their soul is really an army in retreat, fleeing from loneliness to loneliness. 
—Josuvua Lorn Liszsman in Peace of Mind 
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A Fair Day's Pay for a Fair Day’s Work 


ROBABLY the most important 

problem facing management today 
is that of attaining a productive effi- 
ciency which will permit the payment 
of the high rates now received by 
American workmen and which will, at 
the same time, enable goods tobe sold 
at prices which are not prohibitive for 
the average purchaser. 

In the four decades preceding the 
war the average yearly rate of in- 
crease in output per man-hour in all 
manufacturing was somewhere between 
3 to 3% per cent. This permitted the 
substantial gain in real wages and in 
the standard of living of the American 
worker that took place in that period. 

This steady upward trend of pro- 
ductivity was halted and reversed by 
World War II. The marked wartime 
decline in productivity was very much 
in evidence upon reconversion to peace- 
time products. Henry Ford testified 
about a year ago that on an over-all 
basis the Ford Motor Company was 
getting about 34 per cent less output 
per direct labor man-hour for com- 
parable products and processes than it 
obtained in 1941. His survey showed 
the man-hours required to manufacture 
comparable vehicles increased from 87 
to 128 between 1941 and 1945. Gen- 
eral Motors estimates that the present 
worker productive effort is 21 per cent 
less than before the war. 

In the face of reduced output per 
man-hour, what has happened to 
wages? Average weekly earnings in 
all branches of industry have risen 
sharply since 1939. In January, 1947, 
the average weekly earnings in soft- 
coal mining were 280 per cent of 1939 
earnings. (increased substantially by 
the recent agreement between U.M.W. 
and the coal operators) ; in the leather 
industry they were 250 per cent of 
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those in 1939; paper products, approx- 
imately 200 per cent; and in all manu- 
facturing, average weekly earnings had 
increased to about 170 per cent of 
1939 levels, and these figures do not 
reflect any 1947 increases. 

The significance of these increases 
during a period in which output per 
man-hour was stationary or declining 
lies in their impact on labor costs per 
unit of output. From 1939 through 
1944, unit labor costs in peacetime 
products went up 42 per cent. The 
“across-the-board” increases that have 
been granted as national patterns for 
all industry during the past two years 
can only cause a further rise in unit 
labor costs, 

Representing, as they do, such a 
large element of total production costs, 
these increased unit labor costs bleaken 
the prospects for an early price reduc- 
tion. Unless productivity can be in- 
creased to its maximum rate—to 
counterbalance postwar labor increases 
and to make up for the war period— 
we face a probability of a dropping 
standard of living. 

How is this to be done? The 
answer lies in one of the principles of 
scientific management—the principle of 
a fair day’s work for a fair day’s pay. 
But what is a fair day’s work? 

Frederick W. Taylor, who some 
years ago sought an answer to what 
constitutes a “fair day’s work,” said: 
“The principal object of management 
should be to secure the maximum 
prosperity for the employer coupled 
with the maximum prosperity for each 
employee.” The heart of scientific 
management in the days of Taylor 
was the definition of a fair day’s work 
with a system for giving a workman 
additional compensation for meeting or 
exceeding that “fair day’s work.” The 
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“bogie” was based on time study and 
represented a quantity of output that 
could readily be achieved by a skilled 
workman in a day. 

During and immediately after the 
World War I era came the enthusi- 
astic acceptance and installation of in- 
centive plans based on time-study data. 
Piecework, Gantt task and bonus, pre- 
mium plans, standard time—all were 
directed to give a workman additional 
compensation for turning out a fair 
day’s work. They were, for the most 
part, simple, direct, and effective. The 
more a worker produced, the more he 
earned. 

A parallel development was Henry 
Ford’s production-line technique in 
1913. The two systems of incentive 
work and production line combined in 
the early twenties to produce the most 
rapid productivity increase this country 
has ever experienced. In the period 
from 1919 to 1939, the increase in 
output per man-hour brought about a 
40 per cent drop in unit labor costs, 
thus permitting an average increase in 
hourly earnings of over 25 per cent 
and reduced prices to consumers. 

These figures demonstrate the suc- 
cess of these various plans for pro- 
duction control based on the principle 
of a fair day’s work for a fair day’s 
pay. 

Several factors have led to a de- 
terioration of incentive plans and pro- 
ductive effort. For example, the war- 
time labor shortage brought many 
inexperienced workers into industry. 
Normal output standards could not be 
applied to such workers. Also, some 
companies eased their standards to 
give higher earnings and attract addi- 
tional workers. Some firms introduced 
plant-wide incentive plans, which had 
the failing that the individual worker 
was far removed from the “task” set 
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and could not see the direct rela- 
tionship between his output and his 
reward. . Collective bargaining, too, 
played a part in the weakening of in- 
centive systems by replacing the scien- 
tific approach to determining a fair 
day’s work begun by Taylor with an 
approach based on compromise and 
determined by a trial of strength at 
the bargaining table. 

What should be done about these 
wage incentive plans that have gone 
astray and gotten out of hand? The 
only solution seems to be mutually to 
agree to reconstitute the plans on a 
sound basis, using scientific methods 
and procedures of the past. Unless 
this is done, both management and 
workers are going to be hurt. 

Some companies are now paying 
fixed hourly rates without an incen- 
tive plan or a measured work system. 
The answer to their problem is to set 


up standards of performance and ad- 
just the hourly rates of individuals up 
or down in accordance with their out- 
put—in other words, measured day- 
work, 


A sound measured daywork plan 
has three prerequisites: The first is 
a careful program of job evaluation 
by which the relative values of the 
various jobs are determined by com- 
paring the skill, responsibility, effort, 
and working conditions inherent in 
them. 


The second prerequisite is the care- 
ful establishment of measures of output 
for each operation—in other words, 
the definition of a fair day’s work. 
These must be established by scientific 
methods, not by mutual consent or by 
collective bargaining. 

The third prerequisite for such a 
plan is a provision for an employee’s 
rate to be adjusted up or down ac- 
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cording to his output. For instance, 
the drill press operator who turns out 
the standard number of pieces over a 
period of time will receive the stand- 
ard rate established by job evaluation ; 
the operator who regularly produces 
an amount exceeding the standard by 
a certain percentage will be paid a 
premium rate; the operator who falls 
short of the standard will receive a 
rate lower than standard; and the op- 
erator who regularly fails to produce 
a certain minimum output will be re- 
moved. 

There are a few plants, particularly 
in heavy industry, where the work is 
not sufficiently repetitive to justify any 
premium plan. This is particularly 
true in the case of a large shaft which 
may require two weeks to machine. 
In such plants it will be necessary to 
set up standards of allowed hours 


based on past experience and imple- 
ment those standards with first-class 
management supervision. Mechanics 
who do not meet those standards are 


‘ either dismissed or derated to a lower 


classification. 

America has reached a point where 
everyone -can be provided with a 
decent living. We have more than 
enough industrial and agricultural ca- 
pacity to support a large increase in 
total production. The only limiting 
factor is the willingness of our labor 
force to produce. If we can meet the 
challenge of productivity, we can move 
on toward constantly rising living 
standards for everyone. Never before 
has a nation been so close to abolish- 
ing poverty and to meeting all the 
material demands of its citizens. 

By Rate Ketry. Dun’s Review, 
September, 1947, p. 11:8. 


Where Do Companies Break Even? 


v2 learn just how much the “break-even” points of companies have changed 
from their prewar values—that is, at what percentage of full production com- 
panies now start operating at a profit—Mzll & Factory conducted a survey among 
all types and sizes of manufacturers. The survey shows: 

Considering normal full production capacity of their companies as 100 per 


cent, 50 per cent of the respondents report they start showing a profit when oper- 
ating at 50 to 75 per cent of full capacity. A break-even point of 75 to 100 per cent 
is me by 46 per cent of the respondents. 

. In comparison with their prewar break-even points, 70 per cent of the 
respondents state their present figures are higher; 20 per cent, about the same; 
10 per cent, lower. 

3. Their average prewar break-even point was 50 to 75 per cent of normal 
full capacity, 58 per cent of the respondents state. Another group, 24 per cent, 
reports that the prewar figure was under 50 per cent of full capacity. 

4. The present break-even point is dangerously high, according to 56 per 
cent of those replying. It is reported about right by 36 per cent. 

5. Replies to the query, “What steps will you first take if your production 
falls below your break-even point consistently?”, were as follows: 


Reduce employment 

Lower wages (if possible) 

Shorten hours of work 

Close down some departments or plants 35 per cent 
Other 39 per cent 


Note: These centage figures do not add to 100 per cent because many respondents 
iheteed tov or more factors. 
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MARKETING MANAGEMENT... 


Buyers’ Rebellion 


UCH of today’s buyer resistance 

can be explained in nine little 
words: Prices are too steep and qual- 
ity is too “cheesy.” Admittedly, the 
situation from industry to industry is 
spotty, but this is the way the public 
feels in general. And many purchases 
are being deferred because Mr. and 
Mrs. America feel that way. 

To get a quick and current picture 
of the reasons for buyer resistance— 
and a corollary picture of the effect on 
current sales—Sales Management in 
June sponsored a survey on people’s 
reactions to present price levels, prob- 
ing into the matter of recent purchases 
which buyers regard as unsatisfactory. 

How Propte Feet Asout PRICES. 
Almost half the public believes prices 
will drop within the next 12 to 18 
months. Tabulation of the replies 
to the question, “Do you think prices 
on most commodities will drop, remain 
the same, or increase during the next 
12 to 18 months ?”, follows: 


48.4 per cent 
Remain the same 7 
Increase 
Don’t know 
Wuat Propte Are Doinc ABouT 
Prices. The belief that prices will 
drop is accompanied by action. Those 
who tend to think prices will drop not 
only are holding off on purchases but, 
where possible, are spending money on 
repairs to make the commodity last 
longer, and are shopping around from 
store to store. 
Replies to the query as to what those 
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interviewed were doing about high 
prices indicated that : 


43 per cent have postponed the purchase 
of one or more items. 

36 per cent have spent money on repairs 
instead of replacement. 

34 per cent shop around for the best price. 

16 per cent buy less expensive merchan- 
dise as a temporary substitute. 

14 per cent buy a substitute brand be- 
cause of the price of the preferred 
brand, 


It is impossible to convert this into 
any index figure, but the results cer- 
tainly indicate that the trading level in 
the United States would be consider- 
ably higher if the public considered 
prices reasonable. 

When those who indicated belief 
that lower prices were coming were 
asked what products they. had post- 
poned buying because of this, the re- 
plies were: 


Per Cent 
of 1,006 
Respondents 


Home appliances 

Automobile 

House, ‘real estate 

Furniture 

Clothes 

Home furnishings 

Home installations, remodeling, 
refinishing 

All other 


Consider what this means in the way 
of expanding markets. Jf prices come 
down to what the consumer thinks rea- 
sonable, the average family would be 
buying an additional item. With 
almost half the families (40 per cent), 


this would be a major purchase involv- 
ing over $1,000. 
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EXPERIENCE WiTH OrF-QUALITY 
Propucts. About 45 of every 100 
families, on the average, have had a 
recent experience with an unsatisfac- 
tory product. Of all items named in 
this connection, the following percent- 
ages were obtained as unsatisfactory : 


Clothing 442 per cent 
Home appliances .... 15.2 

Home furnishings ... 7.8 
Furniture 7.8 

Meat or other food.. 6.9 
Hardware 5.1 
Automobiles : 

Other automotive ... 

Miscellaneous 


REACTIONS TO OFrF-QUALITY PRop- 
ucts. When people have purchased 
unsatisfactory items, they do something 
about it. Rather interesting is the 
fact that, in general, some 62 per cent 
take the easy path of attaching imme- 
diate blame on the retailer, while only 
36 per cent place immediate blame on 
the manufacturer. Tabulated results 
of the question, “What have you done 
about the fact that it was unsatisfac- 
tory?”’, follow: 


Per Cent 
Refused to make further purchases 
at that store 15.0 
Complained to store 47.1 
Total mentions of store 
Refused to buy brand again .... 32.1 
Complained to manufacturer 3.8 


Total manufacturer mentions. . 
Other action 
No action 


Fully 38.9 per cent—an amazingly 
large proportion—of the people who 


complained to the store or to the manu- 
facturer about a product believe that 
proper adjustment was not made. No 
public relations department could in- 
terpret this as a satisfactory figure. 

EFFECT ON ATTITUDE TOWARD 
Branp. Earlier it was reported that 
only 36 per cent seem to attach blame 
for unsatisfactory products on the man- 
ufacturer. This was tempered with 
the statement that it was easier to get 
in touch with the retailer than with the 
manufacturer. The fact is that the con- 
sumer who has had poor experience 
with an item may not get in touch with 
the manufacturer, but the manufac- 
turer feels his ire for all that. 

Some 55 per cent of such people, for 
instance, report that they will not buy 
the brand again. Some 67 per cent 
say they will not recommend the brand 
to their friends. 

All this means that though few of 
these dissatisfied customers get in 
touch with the manufacturer, they will 
still have a tremendous bearing, both 
directly and indirectly, on his future 
brand sales. 

This brings to mind the old mer- 
chandising advice: Don’t sell merely 
for today; sell for tomorrow! Too 
many American business men seem to 
have forgotten that principle. They 
may have to relearn it the hard way. 

Sales Management, August 1, 1947, 
p. 37:2. 
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Small Business Man Gets Better Break 


| 3 fe CLE Sam is tossing more and larger orders to small business “men—com- 
panies with 500 or fewer employees—than ever before. Figures recently totted 
up by the Commerce Department’s Office of Small Business show that in fiscal 
1947 the “little fellows” got more than 55 per cent of the 28,000 contract awards 
of the type they were capable of handling. If that percentage doesn’t sound impres- 
sive in itself, officials says, compare it with the 1930’s when the smaller companies 
were lucky to get 20 per cent to 25 per cent of these federal orders. 

Dollar-wise the picture is also improving. Of a total value of $1,942 million 
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in federal contracts handed out in the fiscal year ended last June 30, small manu- 
facturers and suppliers handled $777 million worth—an almost unheard-of invasion 





by the small fry of a field which in pre-war years was dominated by larger 
producers. 
By and large, federal contracts are awarded to the firms or individuals whose 
bids are the lowest. The law requires that three bids be taken on all purchases; lo 
but the O.S.B. thinks things would be healthier if five or six bids. were received tr: 
on every contract. It has had to take considerable ribbing for pushing this policy; 
one wag accused the Commerce office of being responsible for West Coast ads | mi 
seeking bids for the supplying of Atlantic mackerel. Fe 
The O.S.B. is also pushing a campaign for increased subcontrac'ing of large cit 
awards, but up to now this project has enjoyed only partial success. While 
federal procurement agencies have gone along with the recommendation, they have mi 
not actually required the subcontracting practice. Many companies are acting on of 
the advice on their own initiative, O.S.B. reports. General Electric Company, for ie 
example, asked to divide part of a large Army contract for electrical parts, gladly r 
split the order with several smaller firms. of 
More significant for long-term results is the effort O.S.B. is making to place m: 
more orders in sections of the country where economic levels are low or where a h 
segment of industry is endangered by a temporary business slump. a 
The Office of Small Business often tries to help little firms on private deals, 
when there are no immediate government contracts to offer. th 
Nation-wide procedure has just been set up by O.S.B., through which, it hopes, 
a business man will find it next to no trouble to line up a desired government con- fa 
tract. Here’s how a manufacturer of pencil sharpeners—or any other commodity to 
the government might want to buy—would go about looking for a federal order: San 
1. He’d inquire at the nearest of the 46 Commerce Department field offices 
as to which of the government agencies would use his type of product. St 
2. He’d get in touch with the proper agency or agencies and obtain and fill ea 
out the required application forms. A 
3. If the agency is currently buying his product, he’d be invited to bid. If . 
not, his name would go on the “invitation to bid” list and when the time comes pl 
for the agency to buy, he’d be invited to compete for the contract. fa 
—The Wall Street Journal 9/11/47 e 
ni 
di 
Executive and Staff Salaries in the Sales Department e 


i ge earnings of sales executives have risen substantially during the past two 
years, according to a Dartnell study which reports the average income figure at 
$17,000, as compared to $10,000 in 1945. Top planning executives who are officers pe 
of their companies are receiving an average annual income in excess of $21,000. sa 

Following are the average incomes of sales executives, broken down by title 





and function: cc 
Vice president in charge of sales (executive with over-all planning responsi- or 
bility) : 1,235. at 
oe a00 Sales Manager (executive responsible for executing sales plans) : Sp 
Assistant Sales Manager (general assistant to sales manager): $8,471. ot 
Regional Sales Manager (responsible for a major sales territory): $10,606. Si; 
District Sales Manager (responsible for a major section of a region): $8,750. 
Branch Sales Manager (responsible for a major section of a district): $7,765. éa 
Territorial Sales Manager (crew, route, or block supervisor, responsible for a O 
group of territories): $5,538. cc 
Product Sales Manager (responsible for sales of one or more specific items in 
one line): $8,832. be 
Market Research Director (studies potential, shifts in markets, territorial ti 
alignments, etc): $9,695. 1; 
Sales Analyst (studies company’s sales records, salesmen’s performance, etc.) : 
3 Sa 
The other titles; Export Sales Manager ($9,930), Sales Promotion Manager é 
($7,964), Advertising Manager ($8,071), Trade Relations Manager ($7,033) and m 
Sales Training Director ($7,167), are self-explanatory. 
0. 
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A Survey of Salesmen's Working Conditions 


7° determine current policies gov- 
erning compensation, expense al- 
lowances, size of territory, benefits, 
training, and other aspects of sales- 
men’s working conditions, the National 
Federation of Sales Executives recently 
circulated a questionnaire among its 
member groups. Here is a summary 
of the survey results based on reports 
from 20 clubs, representing the replies 
of approximately 1,500 leading sales 
managers who guide the work of per- 
haps 25,000 salesmen. 

Compensation. Almost two-thirds of 
the: sales managers (63 per cent) 
favored bonus plans as generally fairest 
to salesmen. Runner-up was the draw- 
ing account, cited by 15 per cent. 
Straight commission and straight salary 
each drew support from 11 per cent. 
Asked how they felt about their own 
plans, 28 per cent expressed dissatis- 
faction ; 34 per cent said they are plan- 
ning changes. Evidently some are not 
displeased with their present method of 
compensation but see possibilities for 
improvement, nevertheless. 

Better than half the respondents—53 
per cent—assume the right to change 
salesmen’s compensation under certain 
conditions. Breakdown is as follows: 
on special deals, 29 per cent; on sales 
at cut prices, 22 per cent; on sales to a 
special class of prospect, 21 per cent; 
other reasons, 28 per cent. This is 
significant, depending upon whether 
salesmen are consulted prior to changes. 
One sales manager out of five does not 
consult his men before he changes the 
basis for compensation. The implica- 
tions for morale are obvious. Again, 
17 per cent admit placing a limit on 
salesmen’s earnings and of these nearly 
hali—45 per cent—do not tell their 
men. 
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Credit for Orders. Six per cent of 
the pollees admitted that “house” and 
“no commission” accounts are not 
always understood as such by members 
of their force. However, only 2 per 
cent fail to give credit to salesmen when 
their customers order independently, 13 
per cent give partial credit, and the re- 
mainder full credit. 

Territory. Though most business 
analysts agree that only a small frac- 
tion of sellers know their sales poten- 
tials by territory, 69 per cent of all re- 
spondents claim accurate knowledge of 
their territorial potentials. Almost as 
many (62 per cent) agreed that the 
good salesmen in poor territories are 
penalized, and more (72 per cent) ad- 
mit that poor men in good territories 
get the breaks. Only 12 per cent cut 
territory before telling their men, how- 
ever, and over half cut territory, when 
they do, to equalize potentials among 
the staff. ° 

Working Conditions. Participation 
in the making of sales policy—a prime 
factor in salesman working conditions 
—is not allowed, according to 72 per 
cent of the managers polled. Ninety- 
two per cent report that salesmen are 
now given equal vacation time—though 
almost half (46 per cent) say it must 
be taken during the slack season—and 
almost a third (30 per cent) report 
that straight-commission men must 
forfeit normal earnings during vaca- 
tions. Only 7 per cent grant overtime 
after a certain number of hours, de- 
spite the fact that almost hali—46 per 
cent—of the respondents frequently 
hold staff meetings at night or on 
Saturdays, and some even schedule 
meetings for Sundays. Perhaps negat- 
ing this, 96 per cent reported their 
sales forces contented with the amount 
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of time their work allows for home 
and family responsibilities. 

Salesman’s pet gripe according to 
most managers is too much paperwork. 
Competition came in second, while 
price of products and compensation 
tied for third place. Unsatisfactory 
territory, travel conditions and slow 
advancement ranked next, with prod- 
uct quality, expenses and supervision 
tailing the list. 

Security. One-sixth of the sales 
managers reported their sales force 
covered by pension plans, one-fifth by 
retirement plans, one-fourth by sick 
benefits, and 11 per cent cited other 
benefits. These figures would place 
salesmen well ahead of their other busi- 
ness colleagues in security provisions. 
However, only 28 per cent of those 
questioned give credit for commissions 
accrued during a salesman’s illness. 

Expense Accounts. Three out of 
four managers allow identical expense 
accounts for the entire force. Where 
variatiofs were reported, half of these 
are based on differences in territory, 
while a fifth reporting differences show 
them as the result of individual hiring 
arrangements. Others considered per- 
sonality, work habits, differences in 
products handled, and other factors. 

Seventy-four per cent believe their 
salesmen neither profit nor lose on their 
expense allowances, 13 per cent think 
the men spend more than they collect, 
and another 13 per cent think the men 
collect more than they spend. Similarly, 
76 per cent consider an accurate tally 
of expenses fairest to the salesmen, 
while 14 per cent favor expenses 
covered by additional compensation and 
9 per cent would prefer a flat payment 
on the basis of time spent. 

Hiring. Although less than one out 
of five now use aptitude tests in select- 
ing salesmen, only 6 per cent of the 
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respondents actually don't believe in 
them. Ten per cent don’t think they 
can be used as sales personnel yard- 
sticks, and 43 per cent prefer man-to- 
man judgments. However, 22 per cent 
say they expect to use aptitude tests 
ultimately. 

Training. A heartening 96 per cent 
of the respondents pay salesmen dur- 
ing the training period—80 per cent in 
full. However, where a rookie is ac- 
companied by an instructor, the latter 
gets the commission in 87 per cent of 
the firms covered, while only 7 per cent 
divide the commission and 6 per cent 
award it to the trainee. 

Employment. Over a third of the 
managers reporting (35 per cent) 
have signed agreements covering con- 
ditions of employment for sales person- 
nel. Only 53 per cent claim strict ob- 
servance of the agreement, although an 
additional 27 per cent claimed “infor- 
mal” observance, and the remaining 20 
per cent refer to them in casé of dis- 
agreement. Over half the 65 per cent 
not offering signed contracts usually 
confirm verbal arrangements in writ- 
ing. 

These findings suggest the scope of 
the labor relations job that remains to 
be done by sales management. It is 
encouraging to note, however, that 
some progress in this direction has al- 
ready been made. On the basis of its 
survey the National Federation of Sales 
Executives has outlined a code of basic 
employment standards for salesmen,* 
and is now campaigning for its adop- 
tion, not only by members, but by sales 
managers throughout the country. 

From an address by Paul Heyneman 
before the 11th Annual Distribution 
Congress of the National Federation 
of Sales Executives. 





* Reported in THz MANAGEMENT Review, August 
1947, 
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A Removal 


S the golden sellers’ paradise tar- 
nishes into a buyers’ market, 
salesmen are being widely encouraged 
to take their feet off the desk and get 
out there and sell. As the Wall Street 
Journal, evidently somewhat out of 
breath, puts the matter: “. . . the 
tempo at which business manage- 
ments are building up and dusting off 
sales forces is approximating frenzy.” 
In the dear, dead twenties the so- 
called art of salesmanship was glorified 
by so many highfalutin arch-psychol- 
ogists that it began to seem a kind of 
ceremonious end in itself, having only 
the most gossamer relationship with 
the sale of any particular object. But 
the nation’s salesmen were chastened 
by the Great Depression, and current 
tone is more likely to echo that of the 
vice president of one advertising 
agency: “Every good sales manager is 
good only because his story is hon- 
est. . . . The consumer is more value- 
conscious than the scorekeepers in 
financial departments think. . . . The 
time has come to squeeze the boloney 
out of salesmanship. . . .” 

There is still, nevertheless, a good 
deal of weighty psychologizing about 
salesmanship. Among the most recent 
forms are aptitude tests, administered 
by organizations that specialize in per- 
sonnel testing. Some are designed to 
reveal such delicate matters as emo- 
tional stability, self-sufficiency, objec- 
tivity, | dominance, REE, 
sociability, tact, humor, etc. 

The marking of tests, of course, 
should take into account what the 
candidate is proposing to sell. As 
J. R. Hilgert, of Penn State, once 
explained: “. a specialty sales- 
man, selling to consumers door to 
door such products as vacuum 


October, 1947 





of Boloney 


cleaners, flat silver, home insulation, 
and so on, needs to rate high in 
objective-mindedness and _ self-con- 
fidence but low in tact and diplomacy 

average-to-low in speed of 
thought may be desirable; otherwise 
he would grow restless, question the 


company’s ‘canned’ sales talk and 
policies. : 
Professor Hilgert’s reservations 


about the value of aptitude-test rank- 
ings are shared by the business com- 
munity generally. The professor 
quotes one unhappy client of a test- 
ing agency: The agency “reported 
that one of our very best salesmen 
was not very good and they did not 
recognize that he spoke Polish and 
some other languages, which gave 
him a great advantage in handling 
his trade. . They did, however, 
pick out one man as being an out- 
standing salesman, .much to every- 
body’s surprise. Within three 
weeks after taking the test, this sales- 
man died as a result of a tumor of 
his brain.” 

One inveterate tester—an authority 
in his field—freely acknowledges that 
extroversion, aggressiveness, domi- 
nance, and durable optimism are “char- 
acteristic of some of the worst sales- 
men I know.” If some of the special- 
ists in testing repudiate—as they do— 
the idea that there is any reliable single 
test for salesmen, so do many sales 
managers. According to the National 
Federation of Sales Executives, only 
41 per cent of polled companies use or 
expect to use aptitude tests, while 10 
per cent approve them in principle but 
not for their own business, 43 per cent 
prefer man-to-man judgments, and 6 
per cent flatly disapprove the tests. 
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lievers in tests commonly use them only 


in 


forms and interviews. As in any Fortune, September, 1947, p. 124:1. 
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In practice, even the greatest be- citizen, there is more in salesmen than 
is likely to be discovered by any one 


connection with personal-history routine means. 


Pointers on Packaging 


O be a “shopper-stopper,” a package should have: 

Simple, clear identification of product and trademark. Especially important 
for low-income buyers who can’t read. 

Full—but not long-winded—data on contents, directions, various uses of product. 

Colors that won’t fade and thereby imply staleness. Strength of color depends 
on product and on color of competing packages. Red implies a bargain. If you 
export, remember white means death in China, green means bad luck in England. 

Carefully selected type-faces or illustrations. The right one can give the 
impression of dignity, smartness, reliability, or luxury. 

Legibility. Whether package is on shelf five feet away or on counter close 
up, copy should be easy to read fast. 

clean look. Fingerprint-proof surfaces. 

Absolutely no ciutter of either color or advertising copy. 

If possible, a shape which will enhance size. If package is a box, the broader 
the front the better. 

Relation to other products put out by the same company. 

; —kKiplinger Magazine 8/47 


Union Helps Sell 


Sor ae ae with layoffs, management at the Unit Drop Forge Division 
of Fuller Manufacturing Company, West Allis, Wis. warned its 300 shop 
employees that layoffs could be expected in two or three months. Reason: lack of 
business due to loss of lush wartime orders for Unit’s forgings, shafts, gear blanks, 
and similar products. 

This announcement produced unusual results. A committee headed by the 
president of the union, Local 407, UAW-CIO, at Unit asked management to let 
employees try their hands at bringing in business. The company agreed, announcing 
that it would pay. the regular 5 per cent commission to the union for sales made 
by members. 

The treatment worked. Unit recently could count orders from seven new 
customers running on its presses as a direct result of union sales’ effort. The 
division’s sales volume is 25 per cent over a year ago; productivity is up 15 per cent 
for the same period and is 5 per cent better than it has ever been. The dreaded 
layoff which started the whole thing failed to materialize. 

Here’s how the scheme works: At Local 407’s behest, the UAW Chicago 
regional office circularized all locals in the area. As a result members working 
for other companies keep their eyes open for possible spots where Unit’s forgings 
can be used more efficiently and economically than present materials. This results 
in a good crop of leads which are forwarded to the union. To protect Unit’s sales 
force, all leads are checked with the sales manager. This cuts down Local 407’s 
field considerably; few quantity users of castings are missing from salesmen’s 
lists. But if the prospect has not been called upon by a company man, the union 
picks up the ball by sending out one of the half-dozen members who do its selling. 

hile union salesmen are on the road, Unit pays their salaries as if they were 

in the plant. Traveling expenses are paid by the union out of commissions accumu- 
lated in a separate fund in the union treasury. At the end of the year, net 
proceeds will be divided equally among union members. 
s —Business Week 8/23/47 
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Women's Role in Corporate Ownership 





AST year there was a minor revo- 
lution in the ownership of the 
Standard Oil Company of Indiana. For 
the first time in the company’s history 
the number of women stockholders 
passed the number of men, with 40,030 
female shareholders compared with 
38,490 male. Only six years earlier the 
number of male stockholders exceeded 
that of the women by more than 4,000. 
Practically unnoticed by most corporate 
managements, the same trend toward 
feminine ownership is progressing 
throughout industry. The admonition, 
“Never underestimate the power of a 
woman,” is becoming a matter of 
thoughtful scrutiny for increasing num- 
bers of business executives. 

A survey of companies, ranging from 
large to small in a variety of businesses, 
shows how women have come to the 
fore as stockholders. An analysis by 
the Atchison, Topeka & Santa Fé Rail- 
way, for example, bears out the new 
importance women are assuming in 
business ownership. In 1940 Santa Fé 
had 52,628 shareholders, of whom 
23,429 were female against 17,450 male. 
By 1945 there were 28,067 women and 
19,051 men stockholdets. 

The belief that women are tradition- 
ally more cautious investors, choosing 
the more assured income of preferred 
stocks rather than riskier common 
stocks, is challenged by the ownership 
figures of International Harvester. 
Today Harvester has 13,805 feminine 
common shareholders, compared with 
13,468 masculine owners; but the male 
holders of the company’s preferred out- 
number the women 5,289 to 4,569. 
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Sears, Roebuck & Company has 
69,060 individual shareholders. The 
majority are women—36,251 as against 
32,809 men. The women also indi- 
vidually hold more shares of Sears 
stock. than men—5,439,503 shares 
against 5,295,803. 

Even among the smaller concerns 
with fewer shareholders, women have 
become a force to reckon with. Clear- 
ing Machine Corporation has slightly 
more than 1,000 shareholders. Of 
these, 473 are women and only 385 
men. The Northern Trust Company 
of Chicago, with only 569 shareholders, 
lists 242 women and 263 men as indi- 
vidual holders, along with 64 miscel- 
laneous accounts. Other banks have 
similarly large percentages of feminine 
owners. 

In the last 10 years women have 
assumed a predominant position, nu- 
merically, in the ownership of U. S. 
Steel. Feminine stockholders increased 
from 88,000 to 100,735, while mascu- 
line holders decreased from 102,000 to 
92,470. Among preferred U. S. Steel 
holders the women outnumber the men 
almost two to one. 

Many other industries in the last 
decade have felt the impact of the 
feminine invasion. American Tel & 
Tel has more than twice as many 
women as men stockholders today; 
General Motors has almost 200,000 
women owners as against 165,000 men. 
Standard Oil of New Jersey, Chesa- 
peake & Ohio RR, General Foods and 
RCA are other firms whose securities 
have been salted away by more women 
than men. 
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What is management doing about 
the boom in feminine ownership? For 
most firms the answer is simple: Noth- 
ing. Yet evidence that women’s inter- 
est in the management of the companies 
in which they own shares has widened 
is the fact that Pan American World 
Aitways receives more calls for finan- 
cial information from women than from 
men. Gerity-Michigan Dye Casting 
notes : “From a study of the daily corre- 
spondence received from stockholders, 
we find that women are not only inter- 
ested in company affairs, but they are 
alert ; that probably is why they make 
good stockholders.” 

A few companies have taken some 
faltering steps toward shareholder re- 
lations directed specifically to women, 
and a handful have inaugurated care- 
fully thought-out programs aimed at 
influencing feminine investors. Some 
firms like Borden and Swift, when in- 


cluding product information in annual 
reports, try to appeal particularly to 
women owners. Standard Oil of In- 
diana set a precedent last year by send- 
ing a leaflet with dividend checks ad- 
dressed “For Women Only.” Belden 
Manufacturing held the firm’s 1942 
and succeeding annual meetings in Chi- 
cago’s Loop rather than at the com- 
pany plant. The meetings are set at 
11:30 in the morning in some hotel or 
club, since the company feels that 
women often go to the Loop for shop- 
ping and luncheon, and this meeting 
time fits in with their activities. 

The fact remains, however, that spe- 
cific management efforts aimed at fem- 
inine shareholders are a rarity. Here 
is an almost untapped reservoir of 
good will that business can obtain with 
only slight effort. 

By HERBERT FREDMAN. Commerce, 
August, 1947, p. 13:4. 


Survey of Employee Benefit Programs 


HE early part of 1947 saw nearly 
1,250,000 workers covered by 


health-and-welfare clauses in union 
contracts—the result of intensive union 
activity in that direction in 1946. The 
principal industries now covered by 
such clauses include clothing, coal min- 
ing, and textiles. Other industries in 
which only a portion—but a substan- 
tial portion—of all workers are covered 
by such clauses include the building 
trades, retail and wholesale trade, the 


furniture industry, fur, leather, ship- 


building, paper, machinery, laundry, 
cleaning and dyeing, hotel, and street 
and electric railways. 

The most prevalent type of plan re- 
vealed by a Dartnell survey of employee 
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benefit programs in 123 companies is 
group life insurance coverage. Almost 
80 per cent of the firms surveyed have 
made it possible for employees to have 
a minimum amount of insurance cover- 
age under a group insurance plan. 

The next largest group of companies 
having some type of employee benefit 
plan includes those having pension 
plans. More than 65 per cent of all 
reporting firms have set up some type 
of pension or retirement plan for em- 
ployees. Of the group of companies 
which have no pension plan, more than 
10 per cent indicated they were either 
contemplating such a plan or negotia- 
tions for setting up a pension plan were 
actually under way. 
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Over 60 per cent of the companies 
surveyed have a group hospital insur- 
ance plan to which the employee con- 
tributes. Of this group, however, only 
slightly more than 10 per cent include 
surgical benefits, the great majority of 
employees being covered only for hos- 
pitalization costs. In addition to hos- 
pitalization insurance, about 40 per 
cent of the companies covered report 
some type of sickness and accident plan 
to which employees contribute. These 
plans are, in many cases, an outgrowth 
of the old type of employee mutual 
benefit funds—the first efforts made 
years ago by companies to help their 
employees meet emergencies arising 
out of illness or accidents. 

About 15 per cent of the respond- 
ents have also set up some type of 
profit-sharing plan for plant employees. 
In addition to this number, about 5 per 
cent have set up profit-sharing plans 
for their executives and officers only. 


In answer to inquiries about wage 
guarantees or wage stabilization plans, 
less than 5 per cent of the companies 
replying indicated that any efforts were 
being made to stabilize either employ- 


ment or wages. Such plans as were 
set up vary from what may be called 
a “constant income plan” to a weekly 
guarantee plan. Only one company in 
the entire group guaranteed an annual 
wage based on a 40-hour week. 

It is also interesting to note that only 
10 per cent of all companies having 
some type of employee benefit program 
reported that health-benefit clauses 
have been made a part of the union 
contract. 

As a rule, the minimum life policy 
provided by the companies contribut- 
ing to this survey is $1,200, payable to 
a beneficiary named by the individual 
employee. This basic policy, furnished 
at no cost to the employee, is generally 
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available to the average employee after 
six months’ service with the company. 
An additional amount of insurance is 
available, however, under a plan where- 
by the individual employee contributes 
a specified amount toward the cost, the 
balance being paid by the company. 

Besides providing its employees this 
type of life insurance protection and the 
usual group hospitalization plan which 
is available to all employees after six 
months’ employment, The Coleman 
Company, Inc., Wichita, Kansas, has 
set up a health program that includes 
provision for free medical care, includ- 
ing surgical operations when required. 
This service is free to all employees 
(except part-time workers) after three 
months’ employment. The company 
also shares the cost of medical care for 
employees’ dependents, if members of 
the company’s medical staff are used. 
Payment of sick benefits during pe- 
riods of disability due to illness or non- 
occupational accidents is also provided 
at company expense. This free medi- 
cal care and sick-benefit program is not 
insured but is paid for directly by the 
company and administered through the 
company’s own medical department. 

A majority of the companies con- 
tributing to this report tell their em- 
ployees about the insurance program 
by means of booklets, of pocket size and 
averaging around eight pages of text. 
A few run as large as from 40 to 50 
pages, but this size booklet is rare and 
usually covers not only the group insur- 
ance program but also all the other 
employee benefits. 

A check of all types of employee 
booklets issued by companies in vari- 
ous lines of business reveals the fact 
that the poorest are those explaining 
the company’s group insurance pro- 
gram. Lacking in color and read- 
ability, these booklets are, for the most 
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part, composed of solid pages of type Dock Company, and the Economy 
unrelieved by illustrations or touches Grocery Stores Corporation. 

of color. Thus, one of the best oppor- 
tunities a company can have to sell em- 
ployees on management’s interest in 


their well-being and future security is the plan. If a leaflet of this type is to 
being completely. muffed. Here is an be used, colored paper stock will be 
employ ee being given an insurance pol- found much better for the purpose than 
icy of $1,200 at no cost to himself, yet “slick” white stock. If the type is set 


it 1s presented to him merely as an in a harmonizing color, the leaflet will 
actuary s table—in cold, hard figures! pe lifted out of the “actuarial” class. 
A few companies, however, have And this is important, for figures and 
taken advantage of this opportunity to facts are but dull things to most of us; 
present an attractive picture of manage- to the average employee, they have lit- 
ment to the employee. They have tle or no interest. 
livened up their booklets with color, When changes are wade in ah exist- 
sketches, and photographs throughout ing AERC may be necessary to 
sit ges Om aaa a4 nadie gna issue a special bulletin to employees 
carey ¢ th : rel notifying them of such changes. If the 
Ma ee ee ee program is already covered in an em- 
have D repared the best of the booklets ployee handbook, an attractive supple- 
in this group are the following: Amer- ment may be hits ATE ER ci, 


ican Tobacco Company, Ethyl Corpo- . nee 
ration, United Air Lines, Inc., The psoenahiedes aire ottanden emeniares 


Raybestos Division of Raybestos- From Experience of 123 Companies 
Manhattan, Inc., The Perfect Circle With Employee Benefit Programs— 
Companies, Glenn L. Martin Company, Section One. The Dartnell Corpora- 
the Bell System, The Lorain Coal and tion, Chicago, 1947. 40 pages. 


Some companies have found an in- 
expensive leaflet plus a letter to em- 
ployees sufficient to do the job of selling 


Profit-Sharing in Great Britain 


ESS than 2 per cent of the British working population is covered at present 
by profit-sharing plans. While the mortality rate of such plans in Britain 
is estimated to be approximately 30 per cent lower than in the United States, it 
has increased in recent years. Until 1929 the number of plans in existence exceeded 
the number abandoned, but within the next 10 years the total number of plans in 
existence had declined by about 20 per cent. 
Of 402 plans recorded as abandoned, 208 attributed failure to outside causes, 
103 to disinterest or dissatisfaction on the part of employees, and 46 to the sub- 
stitution of increased wages, shorter hours, or other benefits. 
—Industry Illustrated 12/46 





@ RESEARCH FINDINGS indicate that some 80 per cent of stockholders want 
information on company research activities included in annual reports; 88 per cent 
are interested i in plans for plant expansion, 76 per cent in company products, 74 
per cent in the tax situation, and more than 50 per cent in the companies’ labor 
relations. 

—WitiiaM B. Mars in Financial World 10/8/47 
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Adequate Insurance Coverage At Proper Cost 


CONOMY and completely ade- 

quate coverage in an insurance 
program can be realized only after a 
careful survey of exposures to loss and 
a thorough analysis of the policies car- 
ried and coverages which may be 
needed. In the experiences of other 
companies presented here, you may 
find some ideas applicable to your own 
insurance program. 

An up-to-date plant appraisal is, 
of course, desirable to assure ade- 
quate coverage. Unless you have 
continuation plant appraisal service 
and readjust your insurance every 
year, it can be very costly, even un- 


der a partial loss within your policy 
limits, if your policies carry an 80 
per cent or other co-insurance clause. 


A recent check of the insurable 
values of ten large plants belonging 
to one manufacturer disclosed $7,- 
385,000 underinsurance, even though 
property and machinery record values 
had been rechecked periodically and 
percentage factors added to cover esti- 
mated increases in replacement cost. 
Their type of plant buildings at to- 
day’s prices would cost from $4.60 to 
$5.63 per square foot to build. In 
two years, moulds had doubled in 
cost, and in a little over one year, cer- 
tain feeder and other machinery costs 
had gone up 80 per cent. 

If your property can qualify for the 
so-called “guaranteed or agreed 
amount clause” available from the 
stock insurance companies, or is in- 


October, 1947 


sured with Factory Mutual Compa- 
nies, which usually do not require a 
co-insurance clause, being temporarily 
insured for less than 80 per cent of 
present insurable values is not so seri- 
ous as where the co-insurance clause 
applies. During this period of rising 
values, policies without co-insurance 
clauses are preferable. 

Repairs and replacement insurance 
is now available but, when endorsed 
on plant fire policies, a 100 per cent 
co-insurance clause—which detracts 
considerably from the attractiveness of 
this coverage—applies to the entire 
policy, except for inventory. 

Where fire insurance on finished 
stock is written with a selling price 
clause, losses are settled on the basis 
of net selling price rather than cost 
price. Occasionally values filed under 
monthly or quarterly reporting pol- 
icies do not include the proper mark- 
up. This could lead to controversy 
in case of a loss and possibly a bill 
for premiums on the mark-up not re- 
ported since policy inception. 

A recent analysis of a textile firm’s 
large floater policy, covering piece 
goods, goods in process, and finished 
articles, disclosed that, in the monthly 
value reports to the insurance com- 
pany, the ultimate net selling price 
was applied to all property at each 
contractor’s location. A test at one 
location showed that instead of report- 
ing $131,055 (3,957 dozen at the sales 
price of $33.13 per dozen) they should 
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have reported only $94,240. Setting 
up proper valuation formulae at each 
quarterly inventory date is expected 
to result in an annual premium sav- 
ing of $16,000. Though reports and 
premium payments were based on 
final sales values, the policy clearly 
limited loss settlements on piece goods 
or articles in process to their value at 
the time of the loss. 

Firms which insure with the Factory 
Mutual Companies may not be aware 
of the uptrend in the net cost of this 
insurance during the past five or six 
years. On a plant insured for $15,- 
830,000, the Mutual deposit rate in 
1940 was $1.05 and the over-all 
dividend at that time was 79.66 per 
cent. Today the dividend is 73.28 per 
cent, which means that the net’ cost 
of the insurance has increased 31.3 per 
cent in six years. This was despite 


the fact that the insured had_ spent 
$3,500,000 on improvements during 
the past three years, many of which 


made it a better risk than in 1940. To 
bring “the rate of cost” (net rate) 
back to the 1940 level necessitated a 
reduction in the deposit rate from 
$1.05 to 80 cents. Negotiations 
brought the rate down to 85 cents. 

It might pay you to compare the 
present Mutual deposit rates with 
those charged three or six years ago 
and to request a reduction in rates, 
particularly if improvements have re- 
duced the insurance loss hazards in 
the meantime. 

Use and occupancy insurance is an 
important basic coverage where the 
amount to be carried depends on pros- 
pective earnings rather than present 
values. The amount of the policy is 
usually computed in advance of each 
three- or five-year renewal. If you 
have policies with amounts established 


550 


prior to V-J Day and with one or more 
years to run, it may be advisable to 
recompute your required amount on 
the basis of earnings anticipated for 
the coming year, particularly if a 
change from war work and rising ma- 
terial and labor costs have substantially 
affected your profits. 

In June, 1945, Fidelity insurance 
rates were cut 15 per cent and the 
maximum credit for no losses or good 
experience was increased from 25 per 
cent to 40 per cent. A 16% per cent 
discount was also allowed on three- 
year policies, making the total avail- 
able savings over 55 per cent. Was 
your bond cancelled and rewritten at 
that time? 

In the case of group insurance, sav- 
ings of from 1 to 2 per cent of the 
gross premium are frequently avail- 
able if the so-called “short method of 
accounting” between the policyholder 
and the insurance company is adopted. 
This method saves detail and is less 


‘bother for the policyholder as well as 


for the insurance company. 

By 1944 a large chain store com- 
pany’s group life policy on 1,200 em- 
ployees totaled $8,000,000. In 1931 
their insurance company had agreed to 
operate on a 10 per cent retention 
basis, which was unusually low at the 
time. The short method of account- 
ing was suggested and adopted, and 
the insurance company reduced their 
retention to 8 per cent. The $1,350 
resulting saving on the premium as 
it was at that time has increased to 
more than $4,000 by reason of the in- 
surance having since been extended to 
cover thousands of additional em- 
ployees. 

The insurance company’s over-all 
retention is lower and the _policy- 
holder’s cost is thereby less where _as 
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many of the group coverages carried 
as possible are combined with one 
company. 

By insuring the accident and sick- 
ness, hospital and surgical and medical 
reimbursement benefits with the same 
company as had been carrying their 
group life insurance for 20 years, a 
manufacturer with 2,000 insured em- 
ployees had the group life retention of 


14 per cent reduced to 10% per cent. 
On $200,000 of total standard pre- 
mium, this saved the policyholder 
$7,000 a year. Most of this saving 
would have been lost had all or a large 
part of the new coverages been placed 
with some other insurance company. 

From an address by Herbert L. 
Jamison before the Controllers In- 
stitute. 


Discovering the Accident-Prone Employee 


RIOR to the establishment of any 

plant safety program designed to 
understand, predict, and control acci- 
dents, the following important facts 
must be determined : 

1. What kind or kinds of accidents 
and accidental injuries have taken 
place in the plant and how many of 
like kind were there in a given period 
of exposure? 

2. How many of these accidents 
were primarily caused by unsafe acts 
of persons as opposed to those caused 
by unsafe conditions of the plant? 

You may have perfect plant, equip- 
ment, and materials in terms of layout, 
design, and efficient operation, but if 
you have accident-prone workers on 
the job you will in all probability con- 
tinue to sustain accidents. 

What does it mean to say that an 
individual is accident-prone? We 
cannot term an employee accident- 
prone merely because he has had a 
number of accidents on the job, for all 
too often accidents: arise from im- 
proper work situations, incomplete or 
incorrect job instruction, and hap- 
hazard, inefficient, and fatigue-ridden 
job methods. An individual is acci- 
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dent-prone, not because he has acci- 
dents but because he has an accident 
experience which significantly exceeds 
that of the group performing under 
similar standards, conditions of risk, 
and exposure. The problem of acci- 
dent-proneness, therefore, rests not 
with the work, but with the worker. 

When one person has more acci- 
dents than others under standardized 
conditions of risk and exposure, it is 
because he commits more unsafe acts 
than do the others. But how can the 
accident-prone employee be identified ? 

An approximation of the measure of 
accident-proneness. can be determined 
roughly by plotting the accident rate, 
showing the individuals involved, for 
any given period of exposure. Let us 
suppose this procedure reveals that 
15 per cent of the employees were 
involved in 65 per cent of the acci- 
dents. If we find further that in every 
individual case of the 15 per cent 
standard work situations, standard job 
instruction, and standard job methods 
prevailed for the entire working force 
under scrutiny, we may reasonably 
conclude that the individuals of this 
15 per cent are accident-prone. 





Once we have discovered the acci- 
dent-prone, it remains for us to de- 
termine corrective action. In other 
words, to determine that 10 per cent 
of the plant personnel are demonstra- 
bly neurotic will be of small value if 
we have no constructive procedure, 
professional personnel, or practical 
methods of dealing with these neuro- 
ses. This brings us to the problem of 
the correction and control of human 
behavior. 

If we are to attack the causes of 
unsafe human behavior, we must de- 
velop shop leadership and manage- 
ments capable of influencing the senti- 
ments and attitudes of workers to-a 
degree that will foster safe and 
rational behavior. In other words, 
Mr. Plant Manager and Mr. Safety 
Man, take a long and steady look at 
your supervisors. If they are not 
leaders of men, it is going to cost you 
money in loss of production, loss of 
money, and loss of face. And the 
supervisor of today has no small task 
in this realistic age with its “loss of a 
sense of dedication to the job.” Today 
we must not only make plant condi- 
tions safe; we have to learn to make 
the work worth while. 

There is abundant evidence that if 
workers are properly selected for jobs 
that are fairly well described and 
standardized in terms of physical 
factors, environmental factors, and 
personal requirements, much of what 
appeared to be “accident-proneness” 
will vanish. Let us be sure that Joe 
Shopman can see on jobs requiring 
20/20 vision and normal color percep- 
tion, and let us be sure that Joe can 
do, or is instructed in, the many other 
things the job requires. There is 


nothing more dangerous than the un- 
instructed man on the wrong job, 
Add to this several unsafe personal 
factors and you do not have an 
accident-prone employee—you have a 
dangerous man. 

Management might find it profitable 
to measure its present safety program 
against the following brief check list: 


1. Are our jobs standardized in 
terms of selection and placement in 
terms of job instruction, and in terms 
of manufacturing methods? Do we 
take Joe Shopman’s measure periodi- 
cally and in all significant ways? 

2. Do we know how many accidents 
are principally the result of unsafe 
acts, as opposed to those principally 
the result of unsafe conditions in our 
plants? Are the shops and jobs, in 
themselves, in other words, reasonably 
safe? 

3. Do we know whether or not a 
small percentage of the workers is 
involved in a large percentage of the 
accidents ? 

4. Do we have an_ enlightened 
safety policy, backed in action by top 
management, that gets to Joe Shop- 
man through the first-line supervisor 
—a safety policy built upon industrial 
leadership educated and skilled in 
human relations, job methods, and job 
instruction ? 

If the answers to these questions are 
not favorable, searching for the acci- 
dent-prone will be a waste of time and 
money. 

From an address by William H. 
Hollis before the Seventeenth Annual 
Safety Convention of the Greater 
New York Safety Council, New York, 
1947. 
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ORGANIZATION OF INDUsTRY. By Alvin 
Brown. Prentice-Hall, Inc., New York, 
1947. 370 pages. - $5.35. 


Reviewed by Ewing W. Reilley* 


“Organization is the means to effective 
concerted human endeavor.” This is the 
keynote of Alvin Brown’s recent book, in 
which he specifically applies to industrial 
enterprises the concepts described in his 
earlier work, Organization: A Formula- 
tion of Principle. 

The author, a vice president of Johns- 
Manville Corporation, speaks with the au- 
thority of practical experience, and his two 
works establish him as a deep-thinking an- 
alyst of organization problems. 

Particularly noteworthy are Mr. Brown’s 
description of the process of delegation, his 
examination of the various types of rela- 
tionships between superiors and_ subordi- 
nates, and his emphasis on the need for 
constant specialized attention to the organ- 
ization phase of administration. 

The author has taken great care to ensure 
full and precise understanding of his con- 
cepts. The book is more meticulously 
spelled out and illustrated than any other 
work on the subject with which this re- 
viewer is familiar. It is rich in excellent 
diagrams with simple captions, highlighting 
key points. While Mr. Brown does employ 
many words not found in the ordinary busi- 
ness vocabulary, these—and other terms 
which have more common usage—are care- 
fully defined. 

Beginning with a list of “basic principles 
of organization,” the book follows with a 
discussion of the purpose, need, and scope 
of organization. The author refers to the 
principles of organization as a science and 
their practical application as an art. 
Throughout the text he illustrates the ap- 
plication of these principles by citing as 
examples hypothetical industrial enterprises 
of various sizes and degrees of complexity. 

The author points out that, as an enter- 
prise expands, responsibilities must be 
partitioned, delegated, and redelegated. Del- 
egation of responsibility “can be well done 
only by analysis of the whole task of ad- 
ministration as a preliminary to organiza- 
tion.” And “the definition [of respon- 


* Partner, McKinsey & Company, New York, N. Y. 
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sibilities] must be clear so that the member 
may know what his job is. It must be pre- 
cise so that he may know the limit to his 
job. . Only with such certainty of un- 
derstanding can administration expect to be 
certain.” 

In discussing the human element, Mr. 
Brown says “We shall accept neither of two 
extremes, one of which would urge organ- 
ization without regard to individuals, and 
the other employment of individuals without 
regard to organization,” but “organization 
should determine the selection of personnel, 
rather than personnel the nature of organ- 
ization.” 

The author then goes on to point out that 
the interdependencies which exist in any 
large organization form a maze of relation- 
ships that create major problems of coordi- 
nation. He observes that “more of the 
ills of administration come from defects in 
observation of relationships than from de- 
fects in responsibilities.” Coordination is 
obtained in two ways: (1) by the superior’s 
enforcement of the responsibility he dele- 
gates; and (2) through what Mr. Brown 
calls self-coordination by the subordinate. 

He discusses in considerable detail what 
he terms “modes of organization,” which 
are defined as “the several ways in which 
responsibility may be differentiated in this 
nature as between deputies.” These “modes” 
are dictated by the size and complexity of 
the enterprise. 

Basic mode is simple grouping of the ele- 
ments of administration—“pure multiplica- 
tion of effort without d'fference in extent or 
degree of responsibility.” 

The next higher mode is “secondary dele- 
gation,” which is described as a partitioning 
of areas of administration within each major 
responsibility—for example, subdivision of 
the marketing function into selling, pricing, 
advertising, and warehousing. 

A third mode is concerned with auxiliary 
responsibility, such as that of law, public 
relations, or employee training—each of 
which contributes indirectly to accomplishing 
the purpose of enterprise. 

“Phasic responsibility” is another mode. 
It is defined as “planning” and “seeing,” 
which are separate from the responsibility 
for the related “doing.” “Planning” and 
“seeing” are those phases which, respec- 
tively, determine the manner of perform- 
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ance and verify its proper execution. This 
concept appears to be quite similar to what 
other writers have called “functional” re- 
sponsibility and authority. 

The final mode discussed is multiple or- 
gamzation, which develops when an enter- 
prise has become so large, diverse and 
complicated that it is necessary to partition 
it into a number of constituent enterprises 
related organizationally by their obligation 
to a common superior. This type of di- 
vision into a number of responsible units 
restores simplicity of structure” and “re- 
leases new energy . new facility for 
decision and action. Mg 

The author urges adoption of a clear-cut 
scheme of organizational titles, such as “di- 
vision,” “department,” “section,” “unit.” 
The structure of the organization should 
also be clearly recorded in the form of well- 
constructed organization charts and position 
descriptions. 

In closing, Mr. Brown re-emphasizes the 
theme stressed throughout — organization 
must be a continuing concern to administra- 
tion because the requirements of administra- 
tion change continually and the organization 
must be adjusted to reflect these changes. 
Also ecrgantsation is an art and, as such, 
ts never perfect. The organizer must strive 
continually to improve application of organ- 
izational principles to administrative prob- 
lems. To accomplish this objective, the 
author—no doubt speaking from his experi- 
ence as a practicing executive—advocates 
that provision be made within an enterprise 
for a specialist in organization. 

* * * * * 


The reviewer is ‘impressed by Mr. 
Brown’s thorough analysis of organization- 
al principles, and by the carefully detailed 
presentation of his concepts. But in all 
fields dealing with human behavior, inter- 
pretation and emphasis differ according to 
individual experience and viewpoints. It 
may therefore be of interest to note some 
aspects in which the writer is at variance 
with the thinking of others in the field of 
organization and management. 

It might have been well for the author 
to orient the reader more explicitly as to 
the place of organization in management. It 
is not “the be-all and the end-all here,” but 
an essential framework that facilitates the 
operation of management. 

In this work Mr. Brown deals only with 
“original organization.” But frequently 
recognition of the need for organization 
planning comes only after an enterprise has 
been. functioning for some time and after 
sound organizational principles have been 
distorted in practice. It would have been 
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helpful if he had carried the application of 
his principles a step further to include cor- 
rective measures. But perhaps this may be 
forthcoming in a later work. 

_ So thorough a delineation of organiza- 
tional principles and applications should 
point out the benefits of participation by all 
executives in organizational planning. In 
this reviewer’s experience such full partici- 
pation is most important. 

The reviewer finds himself in disagree- 
ment with the author’s repudiation of con- 
cepts others have found useful and terms 
which have common acceptance and mean- 
ing. For example, “To understand what 
cooperation asks is to understand its futil- 
ity.” And “for an understanding of organ- 
ization, groups need to be put in their place, 
When all is said that can be said, that place 
is simple. An organizational group is two 
or more members of an enterprise charged 
to do what one could do.” 

Also, the author implies that the term 
“functional” should not be employed. Is his 
term “phasic” more meaningful to the av- 
erage business man? Is it less subject to 
abuse in practice? Certainly there can be 
no question of the author’s right to use his 
own terminology, but it is questionable 
whether he is justified in taking a strong 
position against the use of terminology dif- 
fering from his. 

This book provides valuable insight: -into 
the reasoning of a successful, : practicing 
top executive. It will challenge and ‘stim- 
ulate the thinking of anyone interested’ in 
the field. 


THE CHALLENGE OF INDUSTRIAL RELATIONS. 
By Sumner H. Slichter. Cornell Uni- 
versity Press, Ithaca, N. Y., 1947. 196 
pages, $2.50. 


Reviewed by Edwin E. Witte* 


In this little book, Sumner Slichter sum- 
marizes his thinking on the role of trade 
unions in the economy of the United States. 
High points in his views are summarized in 
the following paragraphs. 

While the weak unions of the pre-New 


Deal period were “simply organizations 
which put workers in a moderately better 
bargaining position,” the much more numer- 
ous and larger unions of today are the 
“seats of the greatest private economic 
power in the community. Their policies 


* Chairman, Department of Economics, University 
of Wisconsin. 
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from now on will be a major determinant 
of the prosperity of the country.” They 
can make “tremendous contributions 

to national prosperity and industrial democ- 
racy,’ but if their policies are “narrow, 
uninformed and _ shortsighted they 
will be as great a problem for the com- 
munity as was the parochialism of the towns 
and small principalities in the later Middle 
Ages.’ 

“Collective bargaining in general has done 
a good job in bringing about a better bal- 
ance in the consideration given the inter- 
ests of consumers and the interests of 
employees in the process of production.” It 
“has stimulated more alert and dynamic 
management and better managerial prac- 
tices more frequently than it has hampered 
management and interfered unduly with 
managerial discretion.” Still to be realized, 
however, are “the most important poten- 
tialities of collective bargaining for busi- 
ness management,” which lie in “better 
communication between employees and man- 
agement and better understanding of each 
other’s problems.” 

Union wage policies in the past have had 
but a minor effect upon total production. 
The powerful unions of today (and the au- 
thor expects their membership to increase 
further), however, are likely to have a 
detrimental effect. This will result because 
unions tend to raise wages faster than out- 
put per man- -hour, increases. The remedies 
he advocates are “an informed public opin- 
ion” and “the development of an internal 
organization capable of representing the in- 
terests of labor as a whole.” If these 
remedies are not promptly effective, govern- 
ment intervention is inevitable. 

Without qualifications, the author advo- 
cates legislation to prevent the most out- 
rageous of the anti-social policies and 
practices of a minority of the unions in 
what are generally regarded as their inter- 
nal affairs. He would also outlaw strikes 
in a few industries in which the need of the 
public for continuous service is so impera- 
tive that interruptions are intolerable. As 
compensation, the workers should be guar- 
anteed better condifions than exist in other 
industries. But these are exceptions to the 
general policy advocated by Slichter. In 
the main, he would have the unions set their 
own house in order, and he favors less 
rather than more government intervention 
in labor disputes other than in public 
utilities: He looks to the government only 
to prevent extreme abuses, not for the de- 
velopment of policies which will make the 
unions give first place to the interests of the 
community. These can be hoped for’ only 
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if there is a shift in the main seat of power 
within the union movement from the inter- 
national unions to the federations. Em- 
ployers can help by adopting policies toward 
unions which seek to build up good will and 
cooperation. 

This is a program very different from 
that incorporated in the Taft-Hartley Act, 
though supporters of this legislation will 
find in this book a good deal they can cite. 
It is a program with which the reviewer is 
not in entire agreement. But it merits at- 
tention because it is presented by one of the 
most eminent of academic economists, who, 
moreover, has a wealth of practical knowl- 
edge about the actual working out of labor 
relations policies. As always, Slichter 
makes his readers think, in addition to 
giving them much useful information. This 
book is a “must” for all serious students of 
the policies which should -be pursued to- 
ward trade unions. 


MANAGEMENT FUNCTIONS UNDER COLLECTIVE 
RARGAINING. By Ludwig Teller. Baker, 
Voorhis & Co., Inc., New York, 1947. 
468 pages. $7.50. 


Reviewed by Austin M. Fisher* 


Mr. Teller’s latest book should be in every 
working labor-relations library. Like its 
predecessors, it is valuable chiefly as a refer- 
ence source. This time Mr. Teller has 
charted many of the currents of thought 
which have contributed to the impact of col- 
lective bargaining upon industrial manage- 
ment. Along with an undeniable gift for 
synthesis, Mr. Teller combines a capacity for 
encyclopedic research. 

In the first portion of the book, he has 
come remarkably close to a restatement of 
modern labor jurisprudence on the subject 
of management’s rights, notwithstanding the 
fragmentary nature of the case material. 

Unfortunately Mr. Teller has beclouded 
some first-rate scholarship with some second- 
rate theorizing about the nature of manage- 
ment’s functions and how they should be 
redefined. On this point, Mr. Teller con- 
tends that “It is impossible to exclude any | 
definable area of management’s functions 
from collective bargaining.” Hence, if the 
allocation of management functions in pri- 
vate enterprise cannot be settled through 
bargaining, the author feels the only alterna- 
tive is the building up of a labor jurispru- 
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dence through labor arbitration. Once the 
allocation is completed, Mr. Teller believes, 
the only proper limitations on management’s 
exercise of its functions are those arising 
out of questions of bad faith or breach of 
contract. Few management representatives 
will agree with Mr. Teller’s major thesis, 
which leads irresistibly to the conclusion that 
a statute intended to encourage collective 
bargaining in reality was intended to revo- 
lutionize the concept of management’s ex- 
clusive responsibility to stockholders. 

In the latter portion of the book, the 
author outlines his views with respect to 
necessary legislative modifications of the 
labor relations segment of our economy. 
Much of this part of the book was appar- 
ently written before the passage of the Taft- 
Hartley Bill and is, therefore, dated, though 
many of Mr. Teller’s original views remain 
provocative and stimulating. 


Democracy AND INDusTRY. By Constance 
Reaveley and John Winnington. Chatto 
and — London, 1947. 165 pages. 
7s. 6d. 


Reviewed by Irving Knickerbocker* 


Does the success of a political democracy 
depend on the characteristics of its citizens? 
Do the conditions in which a man spends his 
working life influence his character ? 

If the reader answers affirmatively, as do 
the authors of this work, then the following 
question should interest him and so should 
the book: 

Do the conditions in which men work tend 
to encourage or discourage the development 
of those characteristics which are essential in 
the citizens of a successful democracy? 

“Political. democracy makes heavy de- 
mands upon individual character. Democ- 
racy is an attempt to provide a political 
structure which will protect the freedom of 
the individual in carrying out his own pur- 
poses, and it rests on the capacity of free 
individuals to co-operate voluntarily in cor- 
porate purposes. When there is no scope for 
individual purpose there is no freedom as 
democracy understands freedom; real free- 
dom includes freedom to act. Purpose is 
personality in action, it is the mainspring of 
a free man’s life. Without freedom of pur- 
posive action, a man may develop certain 
qualities, of submissiveness, patience, dili- 
gence; but if he simply does what he is 
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compelled to do, by habit or coercion, with- 
out thought and without initiative, he loses 
the conception of himself as a creative per- 
son with a responsibility to use his mind and 
exercise persistence. If his natural pur- 
posiveness is continually frustrated, he will 
steadily become less and not more of a man. 
Then democracy itself will falter and lose 
direction; for democracy depends upon the 
support and pressure of public opinion and 
public feeling, and these in turn rest on the 
purposes of the people. . . . It is the thesis 
of this book that nothing has more power- 
ful effect upon character than the kind of 
work men have to do; the qualities that are 
constantly demanded by daily work are bound 
to be developed to the best of our capacity, 
those that are useless on the job that occu- 
pies the- major part of our time tend to 
atrophy, unless we have ample resources for 
leisure. The qualities of maturity in judg- 
ment and responsibility, of sympathy and 
balance, of drive and tenacity of purpose, 
are strongly developed in some kinds of work 
and not in others. . We propose to ask 
whether there is sufficient demand upon a 
man’s capacity to form reasonable purposes 
and carry them through to bring him to 
personal maturity and good citizenship.” 

The description given of conditions in 
English competitive industry will probably 
surprise many readers. We tend in this 
country to think of England as the place 
in which trade unionism has reached ma- 
turity. It seems strange to us to discover 
that the union or the shop steward seldom 
takes any active part in protecting or help- 
ing the individual worker in his relations 
with management. The rather tyrannical 
methods, the prevalence of injustices, the in- 
tense and ruthless competitive atmosphere in 
management, the apathetic, resigned but 
smoldering attitude of labor, all make up a 
familiar picture, but one which we do not 
associate with enlightenment. 

The authors find: (1) the effects of un- 
employment frustrating the purposes of men 
and creating attitudes of insecurity and de- 
feat; (2) the effects of frequent unwarranted 
discharge creating attitudes of fear, sus- 
picion, insecurity, and general helplessness; 
(3) the effects of promot‘on dependent upon 
favor or clever manipulation rather than 
ability deadening ambition and creating dis- 
trust of others; (4) the effects of the dis- 
couragement of all suggestions from below, 
and refusal to permit employee pgrticipa- 
tion in any sense, destroying initiative and 
purposiveness; (5) the effects of monoto- 
nous and repetitious machine-tending de- 
stroying enterprise and responsibility; (6) 
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the effects of the intense competitive atmos- 
phere breeding distrust and fear among both 
members of management and the workers; 
(7) the effect of suspicion, distrust, and fear 
eliminating the possibility of labor-manage- 
ment cooperation; (8) the effect of a gener- 
ally unwholesome industrial environment 
making frustration and grievances the great- 
est common bond among workers. 

The conclusions of the authors are that 
conditions in England may encourage in the 
worker “doggedness—doggedness against 
disappointment, against illness, against bore- 
dom and insult . . . but he does not grow 
in judgment or courageous enterprise. He 
does not acquire the self-confidence which 
is the fruit of responsible activity. He is 
learning all the time to reduce his demands, 
to let his mind lie fallow, to regard himself 
as a person not responsible for any kind of 
decision, a person whose capacity for reflec- 
tion and purposive thinking is no use to any- 
one. He is becoming less and not more of 
a man.” 

Thus do the authors state the case for 
England and its competitive industries. The 
description of conditions there may inspire 
in the American reader an “holier than 
thou” attitude. This feeling, however under- 
standable, should not blind the reader to the 
importance of asking, of our own industrial 
scene: Do the conditions in which men work 
tend to encourage or discourage the develop- 
ment of those characteristics which are es- 
sential in the citizens of a _ successful 
democracy ? 


SuRVEY OF LABor Economics. By Florence 
Peterson. Harper & Brothers, New York, 
1947. 843 pages. $4.00. 


Reviewed by George Filipetti* 


This volume, by an economist of the U. S. 
Bureau of Labor Statistics, was written “to 
provide the basic factual data... as well 
as a knowledge of the major theories which 
seek to explain the causes and results of 
economic phenomena relating to labor.” 
The approach is described as one of a spe- 
cial field of economics. 

In general the book covers the subject 
matter usually found in texts on labor prob- 
lems. It is divided into four major parts. 
Part I, Employment and Unemployment, 
covers such topics as theories of population, 


* University of Minnesota. 
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the theories of unemployment, and the 
methods of unemployment relief. Consid- 
eration is given to the various types of em- 
ployment and the conditions found in the 
several classes of industries. Employment, 
living conditions, and the characteristics of 
employment in these classifications are de- 
veloped to show the complexity of the labor 
problem. One chapter discusses the im- 
portance of labor productivity to labor and 
to the general welfare, technological im- 
provements being considered both as social 
assets and as causes of unemployment. The 
term “labor productivity” stands out as a 
more or less misleading term, since the in- 
creased production that has characterized 
our industrial progress could quite as well 
be termed engineering productivity, capital 
productivity, or managerial productivity. 

Part II consists of approximately 250 
pages dealing with the subject of wages and 
hours. Beginning with a discussion of wage 
theories and of the nature of wages from 
the viewpoints of the wage earner and of 
the employer, this section describes in suc- 
ceeding chapters the approaches of organ- 
ized labor and management to practical 
wage systems and other financial supple- 
ments, and discusses the nature of govern- 
ment regulation of hours and wages. 

Part III, Labor Unions and Labor-Man- 
agement Relations, traces the growth of the 
American labor movement, bringing the 
story to the immediate post-war years—1945- 
6. Little is said of labor practices that 
restrict production; of political labor leader- 
ship that is anti-social; of management- 
labor collusion; of the need of social-mind- 
edness in labor leadership as well as 
in managerial leadership. Granting the need 
for and the desirability of labor organization 
both from the social and individual view- 
point, the various parts of the picture need 
to be fitted into their proper places. It 
would have been helpful to students of labor 
economics to have had a more detailed pres- 
entation of the labor-management commit- 
tees that were promoted during the war 
period; that is, an analysis of the successes 
and failures; the areas of agreement and 
disagreement; the impact upon productivity. 
More could have been included in the dis- 
cussion of negotiation and collective bar- 
gaining. particularly the matter of getting 
away from the “either-or-ness” attitude in 
disputes and the substitution of the “in- 
tegrative” process so ably discussed by Miss 
Follet. It may be, however, that the author 
felt that such expansion of subject matter 
had no place in a survey. 

Part IV, Social Security, covers the 
usual topics of old age insurance, work- 
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men’s compensation, unemployment and 
health and disability insurance. This is the 
shortest section of the book, consisting of 
122 pages. 

Survey of Labor Economics is mainly 
“organized labor” economics. Since ap- 
proximately only 14 million of a total work- 
ing force of approximately 60 million are in 
this group, much remains to be written 





about today’s unorganized labor economics, 

This text will serve as a good introduc. 
tion to the study of labor organization and 
labor activities. It is well written. The 
treatment is balanced, and the materials 
have been brought up to date. Unfortu. 
nately the pros and cons of the Taft-Hart- 
ley Law and the events leading to its 
passage are not covered. 





FACTORY PLANNING AND LAYOUT. Policyholders Setiive Bureau, Metro- 


politan Life Insurance Company, New York, 1947. 36 pages. (Issued to Metropolitan 
Group policyholders; limited supply available to fill requests of other executives.) The 
suggestions given here for improving operating efficiency and working conditions can be 
applied in studying rearrangements of existing layouts or planning the layout of a new 
factory. Among the subjects covered are: the factors affecting factory planning and 
layout; the data needed in planning; space requirements; allocation of areas; building 
types; location; building facilities required; and the moving of machinery and equipment. 


WHEN YOU GROW OLDER. Public Affairs Pamphlet No. 131. By George 
Lawton and Maxwell S. Stewart. Public Affairs Committee, Inc., 22 East 38th Street, New 
York 16, N. Y. 32 pages. 20 cents. This intelligent analysis of the psychological and 
physical problems of old age is noteworthy for its practical sections on planning financial 
and living arrangements and developing constructive avocations. Recommended reading for 
those concerned with the problem of the older worker, as well as for those who are 
themselves approaching retirement age. 


THE CONDITIONS OF INDUSTRIAL PROGRESS. Industrial Research Depart- 
ment, Wharton School of Finance and Commerce, University of Pennsylvania, Philadelphia, 
1947. 80 pages. $1.00. Addresses delivered at the 25th anniversary celebration of the 
Industrial Research Department. Includes the following papers: The Conditions of 
Industrial Progress, by Sir Henry Clay; The Relation of Wages to Progress, by J. M. Clark; 
Wages and Industrial Progress, by George W. Taylor; The Role of Research in Economie 
Progress, by Wesley C. Mitchell; and Some Aspects of Organization Relevant to Industrial 
Research, by Chester I. Barnard. 


WAGE DETERMINATION AND THE ECONOMICS OF LIBERALISM: 
Proceedings of the First 1947 Economic Institute. Chamber of Commerce of the United 
States, Washington 6, D. C., 1947. 104 pages. $1.00. Analyses of the current socio 
economic scene, with special emphasis on problems of wage determination. Authors include 
moses Morley, Jacob Viner, John T, Dunlop, Fritz Machlup, E. Wight Bakke, and Leo 

olman. 


THE NEW IDEA BOOK FOR FOOD MERCHANTS. Edited by Ralph F. 
Linder. The Progressive Grocer, 161 Sixth Avenue, New York, N. Y. Second edition, 1946. 
119 pages. $3.00. This reference book of sales-making ideas contains many helpful pointers 
on methods of food salesmanship, effective display and stock arrangement, inventorying, 
pricing, credits and collections, choice of locations, and advertising and sign copy. 


ENGINEERING ORGANIZATION AND METHODS. By James E. Thompson. 
McGraw-Hill Book Company, New York, 1947. 337 pages. $4.00. Describes tested 
techniques for speeding up production and reducing costs in the product-design and 
engineering departments, and offers a detailed plan for their organization, operation, and 
control. Discusses the orderly preparation, processing, recording, and release of engineering 
information, and outlines the functions of supporting departments. 
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MANUAL OF JOB DESCRIPTIONS IN THE COTTON TEXTILE INDUSTRY. 
Industrial Welfare Division, Department of Labour and National Service, Nicholas Bldg., 
37 Swanston St., Melbourne, Australia, 1946. 90 pages. Based on actual studies of processes 
and conditions of work in several Australian cotton textile mills, this manual contains 
separate, detailed descriptions of the various jobs connected with the spinning, weaving, and 
finishing of cotton textiles. Each description is arranged under the same group of head- 
ings—summary of duties, work performed, special requirements of job, machines, tools and 
materials used or handled, qualifications for employment, working conditions, nature of 
work, training, and relations to other jobs. 


HEALTH IN INDUSTRY. Bulletin No. 8, Industrial Hygiene Foundation, 4400 
Fifth Avenue, Pittsburgh 13, Pa., 1946. 116 pages. Proceedings of the Eleventh Annual 
Meeting of the Industrial Hygiene Foundation of America, Inc. Industrial physicians and 
hygienists discuss trends in industrial health administrative practices, prevention and treat- 
ment of certain occupational diseases, developments in industrial health research, and related 
subjects. 


REPORT ON DEFECTIVE COLOUR VISION IN INDUSTRY. By a Com- 
mittee of The Colour Group of The Physical Society, 1 Lowther Gardens, Prince Consort 
Road, London, S. W. 7, England, 1946. 52 pages. 3s. 6d. Presents the results of an 
investigation to determine the types of work in which job performance is affected by 
color blindness, and to describe and evaluate the various tests of color vision currently in use. 


INDUSTRIAL TRADING AREA MAP. Hagstrom Company, 20 Vesey Street, 
New York, N. Y., 1947. 64” x 44”. $12.50. This five-color map provides in visual form a 
factual measure of all major and minor industrial markets and buying centers of the 
United States. The 96 major industrial trading areas are identified by boundaries according 
to local buying and trading practices. Within each area the key industrial city is identified, 
as well as the county or counties which represent 75 per cent or more of the potential of 
each trading area. Ranks the leading industrial areas, indicating the percentage potential 
of each area in relation to the national total, plus the percentage evaluation of every county 
in the United States. Included with every map is a 96-page Market Index book, containing 
statistics for each industrial trading area, plus a complete population index. 


AMERICAN BUSINESS DIRECTORIES. Compiled by Marjorie V. Davis. U. S. 
Department of Commerce, 1947. Second edition. Available from U. S. Government Print- 
ing Office, Washington 25, D. C. 198 pages. 65 cents. This roster of directories is 
designed to help business men locate sources of supply and lists of prospective customers 
for their goods and services. The purchasing agent and the sales manager, the wholesaler 
and the retailer, the advertising executive and the processor—all will find this roster a useful 
tool in their analysis of the business market. 


MEASUREMENT OF CONSUMER INTEREST. Edited by C. West Churchman, 
et al. University of Pennsylvania Press, Philadelphia, Pa., 1947. 214 pages. $3.50. These 
proceedings of a conference held at the University of Pennsylvania in the spring of 1946 
contain discussions on: the grading of commercial products; consumer polling; the validity 
of questionnaire replies; choice of representative test samples; etc. Among the authors are 
Alfred Politz, A. B. Blankenship, L. L. Thurstone, Archibald W. Crossley, Ralph F. Breyer, 
and Morris S. Viteles. 


BUILDING PRODUCTIVE PERSONNEL RELATIONS: Proceedings of the 
Seventeenth Pacific Coast Conference. California Personnel Management Association, San 
Francisco, 1947. 60 pages. $1.00. Problems of personnel administration and labor relations 
are discussed by Alvin E. Dodd, Ralph Seward, Thomas R. Reid, F. W. Stein, and Roderic 
Olzendam. Topics include: a case history of a plan for multiple management; consultative 
management and the foreman; improving communication between management and the 
worker ; practical approaches to arbitration problems. 


EIGHTH INTERNATIONAL MANAGEMENT CONGRESS, STOCKHOLM, 
1947: Papers Submitted to the Sectional Meetings. Volumes I and II. The Swedish 
National Committee of Scientific Management, Stockholm, 1947. 659 and 316. pages, respec- 
tively. Information on distribution available from Charles Hatch, Eighth International 
Management Congress, Coordinating Office for U. S. A. Participation, 347 Madison Avenue, 
New York 17, N. Y. Contains the texts of 75 addresses prepared for the Sectional Meetings 
of the Congress by such Management authorities as Lillian M. Gilbreth, Alvin FE. Dodd, 
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Erwin H. Schell, Coleman L. Maze, Harry Arthur Hopf, Claude Duval, Guy B. Arthur, J 
David E. Lilienthal, Gordon R. Clapp, Don G. Mitchell, and other representatives fre 
many nations of the world. Papers are divided into 14 main sections: Business Admi 
tration, Home Management, Education for Management, Production Administration, Offig 
Management, Modern Housing, Personnel Administration, Cost and Budgetary Contra 
Agricultural Management, Product Development, Selection and Training, Quality Contro 


Public Administration, and Distribution Administration. 


Most papers are in’ English; the 


remainder, in French, are accompanied by English summaries. 


Wace RATE AND ContTRACT Provisions RE- 
Port. National Foremen’s Institute, Inc., 
Deep River, Conn., 1947. 60 pages. $2.50. 


EpucATION AND TRAINING ACTIVITIES OF 
INSURANCE COMPANIES AND ASSOCIA- 
Tions: A Survey. By R. deR. Kip. The 
Wharton School of Finance and Com- 
merce, University of Pennsylvania, Phila- 
delphia 4, Penna., 1947. 44 pages. 


PRINCIPLES OF INDUSTRIAL ORGANIZATION. 
By D. S. Kimball, Sr., and D. S. Kimball, 
Jr. McGraw-Hill Book Company, Inc., 
New York, 1947. Sixth edition. 531 


pages. $4.50. 


SHOWMANSHIP IN Business. By K. M. 
Goode and Z. Kaufman. Harper & 
Brothers, New York, 1947. Second re- 
vised edition. 186 pages. $3.00. 


Lasor Force, EMPLOYMENT, AND UNEMPLOY- 
MENT IN THE UNITED StATES, 1940 To 
1946. Economic Statistics Section, Pop- 
ulation Division, Bureau of the Census, 
U. S. Department of Commerce, Wash- 
ington 25, D. C., 1947. 58 pages. 


INDUSTRIAL RELATIONS IN AUSTRALIA: Pro- 
ceedings of the Second Australian One- 
Day Top Management Conference Held 
by the Institute of Industrial Manage- 
ment. The Institute of Industrial Man- 
agement, 136-138 Queen St., Melbourne 
C. 1, Australia, 1947. 106 pages. 


Propuction INCENTIVE PLans: Proceedings 
of the First Australian One-Day Top 
Management Conference Held by the In- 
stitute of Industrial Management. The 
Institute of Industrial Management, Mel- 
bourne, 1946. 106 pages. 


CONFERENCE GUIDE TO BAstc MANAGEMENT 
Tratntinc: A Program of Directed Con- 
ference Suggestions for the Conferencé 
Leader. By Arthur S. Hotchkiss. The 
National Foremen’s Institute, Inc., Dee 
River, Conn., 1947. 196 pages. $5.50. 


House Orcans: Basic Information Sources, 
Inquiry Reference Service, U. S. Depart 
ment of Commerce, Washington, D. Cj 
September, 1947. 4 pages. 


THE Law oF Business. By W. Schrampfe 
Rinehart & Co., Inc., New York, 1947. 679 


pages. 


INpDusTRIAL PsycHotocy. By J. Tiffin 
Prentice-Hall, Inc., New York, 1947. .Sec 
ond edition (revised). 553 pages. $5.35 


PLANT-PROTECTION EMPLOYEES UNDER Cur 
RENT FEDERAL LABOR LEGISLATION. Uni 
versity of. Illinois, Urbana, IIl., 1947. 1 
pages. Gratis, 


Jos Evatuation. By R. Moberly and 
Buffa. School of Commerce, Bureau of 
Business Research and Service, University 
of Wisconsin, Madison, Wis., 1947. 38 
pages. $1.00. 


A Lasor UNIoN MANUAL ON JoB EVALUA=% 
TION. By W. Gomberg. Labor Education’ 
Division, Roosevelt College, Chicago, 1947.) 
80 pages. $1.00. : 


GETTING ALONG WITH OTHERS IN Business 
By N. Shidle. B.C. Forbes and Sons Pub-’ 
200° Co., New York, 1947. 110 pages. 
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